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|IBDO

27 September 2018

TO INVESTORS

Dear Member

LM FIRST MORTGAGE INCOME FUND ARSN 089 343 288 (RECEIVERS AND MANAGERS APPOINTED)
(RECEIVER APPOINTED) (“THE FUND”)

I attach the unaudited accounts for the Fund for the year ending 30 June 2018.

The accounts have been prepared by collating the records maintained by the Fund and receipts and
payments and other records of FTI and McGrathNicol.

The accounts have been prepared in accordance with the Scheme Constitution, the recognition and
measurement requirements of the Australian Accounting Standards and other authoritative
pronouncements of the Australian Accounting Standards Board. The accounts have been reviewed by the
BDO audit team. However, their work does not constitute a full audit and therefore, the accounts are
provided on an unaudited basis.

Should members require further information, please contact BDO on the details provided below.

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +61 7 3237 5999

Fax:  +617 32219227
Email: enquiries@mfmif.com

Yours sincerely

R :x:m::\
I ="
e ——— e

David Whyte

Court Appointed Receiver

Disclaimer:

The 30 June 2108 financial statements were compiled by BDO Business Restructuring Pty Ltd however we did not audit those

financial statements and, accordingly, express no opinion or other form of assurance on them.
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LM FIRST MORTGAGE INCOME FUND
(RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
ABN: 66 482 247 488

Report for the year ended 30 june 2018

Disclaimer

The 30 June 2018 financial statements were compiled by BDO Business Restructuring Pty Ltd but we did not audit those financial

statements and, accordingly, express no opinion or other form of assurance on them.
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LM FIRST MORTGAGE INCOME FUND
(RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
ABN: 66 482 247 488

Financial Statements for the year ended 30 June 2018

CONTENTS

Statement of comprehensive income 3
Statement of financial position 4
Statement of changes in net assets attributable to unitholders 5
Statement of cash flows 6
Notes to the financial statements for the year ended 30 June 2018 7

The Responsible Entity of LM First Mortgage Income Fund (Receivers and Managers Appointed) (Receiver Appointed) is LM Investment
Management Limited (ABN 68 077 208 461) (in Liquidation) (Receivers and Managers Appointed).
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LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 30 June 2018

Income

Interest revenue - cash assets

Other Income

Expenses

Custodian fees & legal fees

Net Impairment losses on mortgage loans
Adjustment on foreign exchange accounts
Other expenses

Total expenses excluding distributions to unitholders

Net profit (loss) before distributions to unitholders
Distributions paid/payable to unitholders

Net profit {loss) after distributions to unitholders
Other comprehensive income

Net profit (loss) after distributions to unitholders
Income tax expense

Changes in net assets attributable to unitholders

after income tax expense

The Statement of Comprehensive Income is to be read in conjunction with the notes to the financial statements.

30 June 2018 30 June 2017
Note

$ $
12 1,508,456 1,506,468

3(a) 1,687,695
3,196,151 1,506,468
9 (113,573) 86,709
6 (a) 614,117 120,542
(4,129) 3,548
4 4,625,299 4,384,080
5,121,714 4,594,879
(1,925,563) (3,088,411)
(1,925,563) (3,088,411)
(1,925,563) (3,088,411)
(1,925,563) (3,088,411)
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LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)

STATEMENT OF FINANCIAL POSITION

As at 30 June 2018

ASSETS

Cash and cash equivalents
Receivables

Loans & Receivables

TOTAL ASSETS

LIABILITIES
Payables

Distributions payable

Total liabilities excluding net assets attributable to unitholders

NET ASSETS

Represented by:
Net assets attributable to unitholders

(calculated in accordance with IFRS)

The Statement of Financial Position is to be read in conjunction with the notes to the financial statements.

30 June 2018 30 June 2017

Note
$ $
11 70,194,328 73,094,783
10 469,030 351,024
6 44,235 3,620,167
70,707,593 77,065,974
7 2,451,143 6,883,961
3(b) 1,372,036 1,372,036
3,823,179 8,255,997
66,884,414 68,809,977
5 66,884,414 68,809,977
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LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

For the year ended 30 June 2018

30 June 2018 30 June 2017
Note $ $
TOTAL
Openiing balance 68,809,977 71,898,388
Units issued during the year 5 - N
Units redeemed during the year 5 -
Units issued on reinvestment of distributions - -
Changes in net assets attributable to unitholders (1,925,563) (3,088,411)
Closing Balance 66,884,414 68,809,977

The Statement of Changes in Net Assets Attributable to Unitholders is to be read in conjunction with the notes
to the financial statements.

212



LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
STATEMENT OF CASH FLOWS

For the year ended 30 June 2018

30 June 2018 30 June 2017
Note

$ $

Cash flows from operating activities
Interest and distributions received 1,508,456 1,506,468
Other operating expenses (7,252,721) (5,412,855)
GST and withholding tax (paid)/received (118,005) 39,947
Net cash inflow/(outflow) from operating activities 11 (b) (5,862,270) (3,866,440)

Cash flows from investing activities
Payments for secured mortgage loans 6 (b) (117,090) (248,453)
Receipts from settled mortgage loans 6 {b) 3,078,905 1,983,280
Net cash inflow/(outflow) from investing activities 2,961,815 1,734,827
Cash flows from financing activities - -
Net increase/(decrease) in cash and cash equivalents (2,900,455) (2,131,613)
Cash and cash equivalents at beginning of year 73,094,783 75,226,396
Cash and cash equivalents at end of year 11 (a) 70,194,328 73,094,783

The Statement of Cashflows is to be read in conjunction with the notes to the financial statements.
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1. CORPORATE INFORMATION

During the period March 2013 to August 2013, a series of insolvency events occurred in respect of both the Fund and the
Responsible Entity for the Fund, these are detailed in the table below:

Appointment

19 March 2013 John Park and Ginette Muller of FTI Consulting appointed as Administrators of LM Investment
Management Ltd (“LMIM”) being the Responsible Entity for the Fund.

11 July 2013 Joseph Hayes and Anthony Connelly of McGrathNicol appointed as Receivers and Managers of
LMIM as the Responsible Entity of LM First Mortgage Income Fund (Receivers and Managers
Appointed) (Receiver Appointed) (‘LMFMIF’, ‘Scheme’ or the ‘Fund’) by Deutsche Bank.

1 August 2013 John Park and Ginette Muller of FTI Consulting appointed as liquidators of LMIM.

8 August 2013 David Whyte of BDO appointed by the Court as Receiver of the assets of the Fund and as the person
responsible for ensuring the Fund is wound up in accordance with its Constitution.
The Scheme is an Australian registered Scheme, constituted on 13 April 1999.
2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have

been consistently applied to all periods presented, unless otherwise stated in the following text.

(a) Basis of accounting

This financial report has been prepared in accordance with the Scheme Constitution, the recognition and measurement
requirements of the Australian Accounting Standards and other authoritative pronouncements of the Australian Accounting
Standards Board. The financial report has also been prepared on a historical cost basis, except for financial assets and financial

liabilities held at fair value through profit or loss, that have been measured at fair value.

The Statement of financial position is presented in decreasing order of liquidity and does not distinguish between current and
non-current items. The amount expected to be recovered or settled within twelve months in relation to the balances cannot

be reliably determined.
The financial report is presented in Australian Dollars (S).
Statement of compliance

The financial statements have been prepared in accordance with the recognition and measurement requirements of the
Australian Accounting Standards as issued by the Australian Accounting Standards Board and International Financial Reporting

Standards as issued by the International Accounting Standards Board.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(a) Basis of accounting (Continued)
Status of investment in fund

During the 2009 year, the Responsible Entity closed the Scheme to new investors and suspended withdrawals subject to certain
exceptions. Redemptions were suspended at this time, per the Constitution, as the Responsible Entity considered the

suspension of the withdrawals to be in the best interest of the members of the Scheme.

The Scheme is now in the process of being formally wound up with redemptions and hardship provisions remaining suspended.
Liquidation Basis

Previous financial statements have been prepared on a going concern basis,

The financial statements for the periods ended 30 June 2013 onwards have not been prepared on a going concern basis due to
the appointment of Administrators to the Responsible Entity for the Fund on 19 March 2013 and subsequently Liquidators on
1 August 2013 and the appointment of Receivers and Managers and Court Appointed Receiver and person responsible for
ensuring it is wound up in accordance with its Constitution as detailed in Note 1. Accordingly, the financial statements for

those periods have been prepared on a liquidation basis.
(b) New accounting standards and interpretations

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet effective have
not been adopted by the Scheme for the reporting period. The impact of these standards and interpretations are not expected

to have a material impact on the Scheme have not been included.
(c) Significant accounting judgements, estimates and assumptions

In the process of applying accounting policies, judgements and estimations have been made which have had an impact on the
amounts recognised in the accounts. The key estimates and assumptions that have a significant risk of causing material
adjustment to the carrying amounts of certain assets and liabilities within the next annual reporting period are:

Allowance for impairment loss on loans and receivables

The Scheme determines whether loans are impaired on an ongoing basis. Individually assessed provisions are raised where
there is objective evidence of impairment, where the Scheme does not expect to receive all of the cash flows contractually

due. Individually assessed provisions are made against individual facilities.
(d) Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank overdrafts. For the purposes of the Statement of cash flows, cash

and cash equivalents as defined above, net of outstanding bank overdrafts.
(e) Distribution income

Distribution income is recognised when the Scheme’s right to receive income is established.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f) Interestincome

Interest income is recognised as the interest accrues using the effective interest rate method, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial instrument to the net carrying amount of

the financial asset. Interest ceases to be recognised when a loan is in default and the principal is impaired.
(g) Default management fees

Income from default management fees is recognised in line with the executed agreement with the borrower when an event of

default occurs.
(h) Changes in the fair value of investments

Gains or losses on investments held for trading are calculated as the difference between the fair value at sale, or at year end,
and the fair value at the previous valuation point. This includes both realised and unrealised gains and losses.

(i) Fees, commissions and other expenses

Except where included in the effective interest calculation (for financial instruments carried at amortised cost), fees and
commissions are recognised on an accrual basis. Audit and compliance fees are included with ‘other expenses’ and are recorded

on an accrual basis.
(j) Financial instruments

Financial instruments in the scope of AASB 139 Financial Instruments are classified as either financial assets or financial
liabilities at fair value through profit or loss, loans and receivables, held-to-maturity investments, available-for-sale investments

or other financial liabilities as appropriate.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of investments not at fair value
through profit or loss, directly attributable transactions costs. The Scheme determines the classification of its financial assets

atinitial recognition.

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Scheme commits
to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets under contracts that require

delivery of the assets within the period established generally by regulation or convention in the marketplace.
i Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables are initially measured at fair value including transaction costs directly attributable to
the financial asset. After initial recognition, loans and receivables are carried at amortised cost using the effective interest
method. Gains and losses are recognised in profit or loss when receivables are derecognised or impaired, as well as

through the amortisation process.

Loans and receivables are assessed for impairment at each reporting period. An allowance is made for credit losses when
there is objective evidence that the Scheme will not be able to collect the loans and receivables. Impairment losses are

written off when identified. Losses expected as a result of future events are not recognised. If a provision for impairment
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(i) Financial instruments

has been recognised in relation to the loan, write-offs for bad debts are made against the provision. if no provision for
impairment has previously been recognised, write-offs for bad debts are recognised as an expense in the statement of

comprehensive income.

A provision is made of loans in arrears where the collectability of the debts is considered doubtful by estimation of

expected losses in relation to loan portfolios where specific identification is impracticable.
The components of impaired assets are as follows:

“Loans in arrears” are loans and advances for which there is reasonable doubt that the Scheme will be able to collect ali

amounts of principal and interest in accordance with the terms of the agreement.

“Assets acquired through the enforcement of security” are assets acquired in full or partial settlement of a loan or similar

facility through the enforcement of security arrangements.,

When it is determined that interest is not recoverable on certain impaired loans, the interest is suspended and not brought
into income. Should the analysis of the collectability subsequently change the interest will be brought into income at the

time it is determined to be collectable.
(k) Payables

Payables are carried at amortised costs and represent liabilities for goods and services provided to the Scheme prior to the end
of the financial year and half year that are unpaid and arise when the Scheme becomes obliged to make future payments in

respect of the purchases of these goods and services.

The distribution amount payable to investors as at the reporting date is a carried forward balance from a period prior to the
appointment of the Court Appointed Receiver. This balance is recognised separately on the statement of financial position as
unitholders are presently entitled, subject to confirmation, to the distributable income as at 30 June 2014 under the Scheme’s

constitution. Further investigation into the distributions payable is currently being undertaken.
() Increase/decrease in net assets attributable to unitholders

Non-distributable income is transferred directly to net assets attributable to unitholders and may consist of unrealised changes
in the net fair value of investments, accrued income not yet assessable, expenses accrued for which are not yet deductable,
net capital losses and tax free or tax deferred income. Net capital gains on the realisation of any investments {(including any
adjustments for tax deferred income previously taken directly to net assets attributable to unitholders) and accrued income
notyet assessable will be included in the determination of distributable income in the same year in which it becomes assessable

for tax. Excess and undistributed income is also transferred directly to net assets attributable to unitholders.
{m) Distributions

The Trustees for the LM Managed Performance Fund previously put both the Receivers and Managers and the Court Appointed

Receiver on notice of a potential claim against the Fund.

The secured creditor was not in a position to release its security due to the potential claim against the Fund. This matter has
now been resolved and the Receivers and Managers have advised they are finalising their appointment. Once the secured
creditor’s Receivers have retired and the funds are released to me, | will be required to retain certain funds to meet the
liabilities of the Fund, including contingent claims that may arise from the auditor claim and Bellpac litigation. | am also required

to seek the directions of the Court before proceeding with the next distribution.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(n) Goods and services tax (GST)

The GST incurred on the costs of various services provided to the Responsible Entity by third parties such as audit fees, custodial
services and investment management fees have been passed onto the Scheme. The Scheme qualifies for Reduced Input Tax
Credits (RITC’s) at a rate of 55%.

Investment management fees, custodial fees and other expenses have been recognised in the statement of comprehensive
income net of the amount of GST recoverable from the Australian Taxation Office (ATO). Accounts payable are inclusive of GST.

The net amount of GST recoverable from the ATO is included in the statement of cash flows on a gross basis.

The GST component of cash flows arising from investing and financing activities recoverable or payable to the ATO is classified

as an operating cash flow.
(o) Applications and redemptions

Applications received for units in the Scheme are recorded when units are issued in the Scheme. Redemptions from the Scheme
are recorded when the cancellation of units redeemed occurs. Unit redemption prices are determined by reference to the net

assets of the Scheme divided by the number of units on issue.

Applications received in foreign currency denominations are initially recorded in the functional currency by applying the
exchange rates ruling at the date of the transaction. Foreign currency denominated unitholder funds are transiated into the
Schemes functional currency at balance date, using the spot rate prevailing at that date. Gains and losses arising from foreign

exchange translation are recorded in the Statement of Comprehensive Income in the period in which they arise.

(p) Taxation

Under current legislation, the Scheme is not subject to income tax provided the distributable income of the Scheme is fully
distributed either by way of cash or reinvestment (i.e. unitholders are presently entitled to the income of the Scheme).

{(q) Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration received net of issue costs
associated with the borrowing. After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost using the effective interest method. Amortised cost is calculated by taking into account any issue costs, and any

discount or premium on settlement.
(r) Foreign currency translations

The Scheme’s transactions in foreign currencies previously comprised applications and withdrawals of foreign currency
unitholder funds and payment of distributions. Transactions in foreign currencies were initially recorded in the functional
currency by applying the exchange rates ruling at the date of the transaction. Monetary assets and liability denominated in
foreign currencies are retranslated at the rate of exchange prevailing at the balance sheet date, and exchange rate gains and

losses are recognised in the statement of comprehensive income.

In relation to the total investor units, a discrepancy between the units recorded in the investor register and the units recorded
in the audited and management accounts for the 2012 financial year has been identified. Investigations indicate that the
discrepancy relates to the Fund’s migration to a new financial database in 2010 whereby the units of investors who subscribed
in a foreign currency were incorrectly recorded in the foreign currency equivalent amount, and not in the AUD equivalent
amount in accordance with the PDS and Constitution. An application will be made to the Court with a view to rectifying the

register.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Determination of fair value

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties

in an arm’s length transaction.

The fair value for financial instruments not traded in an active market is determined using appropriate valuation techniques.
Valuation techniques include: using recent arm’s length market transactions; reference to the current market value of another
instrument that is substantially the same; discounted cash flow analysis and option pricing models making as much use of

available and supportable market data as possible.
(t) Estimated net asset amount per unit available to investors
The estimated amount of net assets available to investors are subject to the uncertainties indicated in this financial report.

The net assets of the fund and number of units on issue at the end of each of the periods is detailed in the table below:

30 June 2018 30 June 2017
Estimated net t of t ilable t
stimated net amount of assets available to 66,884,414 68,809,977
investors as at the period end ($)
Total investor units (# of units) * 478,100,386 478,100,386
Estimated net asset amount per unit available to 0.140 0.144

investors as at the period end (cents in the dollar)**

* Unit#'s

In previous financial statements prepared by David Whyte, unrealised foreign exchange transactions relating to the units
denominated in foreign currencies were included in the accounts as this practice was undertaken in the audited financial
accounts prior to year ended 30 June 2013. The results of these transactions were notionally recorded in the financial accounts
as an adjustment to the total number of investor units in accordance with accounting standards. Given the discrepancy
identified as detailed in Note 2(r) above in regard to the units of investors who subscribed in a foreign currency, having obtained
legal advice, Mr Whyte has decided that no further notional adjustments to the unit numbers ought to be made in the financial
accounts, until the incorrect recording of units of investors who subscribed in a foreign currency has been resolved and
directions from the Court have been obtained. Accordingly, the total investor unit numbers has been notionally restated above

as at the balance at 30 June 2016.

** Estimated return to investors

The estimated net asset amount per unit available to investors as set out above is subject to the resolution of a number of
ongoing proceedings, including a claim against the Feeder Funds which was served on or about 7 August 2017. Given that the
claim is likely to be defended, the actual net asset amount per unit available to investors is currently uncertain and an update

will be provided in due course. Please refer to Note 14 below for further details regarding the claim.

The Feeder Funds are the LM Currency Protected Australian Income Fund (CPAIF), the LM Institutional Currency Protected
Australian Income Fund (ICPAIF) and the LM Wholesale First Mortgage Income Fund (WMIF). The Feeder Funds are Class B
investors and currently comprise approximately 48% of the total unitholding in the FMIF.
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2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

The claim is for declarations that the FMIF is entitled to withhold from distributions or payments otherwise payable to the
Feeder Funds an amount in excess of $55 million (for redemptions paid to the Feeder Funds when the FMIF suspended
redemptions to all other investors, apart from genuine approved hardship cases), as adjusted for the amount which the Feeder
Funds would otherwise have been entitled as pleaded in the statement of claim. The claim seeks a declaration cancelling
approximately 35 million units issued to the Feeder Funds (which were a consequence of re-investment of distributions made
to the Feeder Funds) which were issued after the FMIF suspended distributions to other investors.

If the Court grants the relief sought against the Feeder Funds and putting aside any other recoveries for the benefit of

investors:
° the CPAIF and ICPAIF are not likely to receive any distribution in the winding up of the FMIF;
. the WMIF is likely to receive a smaller distribution than it otherwise would have been entitled, subject to the

outcome of litigation against the FMIF and future operating costs of the FMIF;

. the FMIF can use the funds which otherwise would have been paid to the Feeder Funds for distributions to
investors generally instead and, as a result, the return to other investors (Class A and Class C) will substantially

increase.
3. INCOME AND DISTRIBUTIONS TO UNITHOLDERS
(a) Other Income

The other income amount of $1,687,695 relates to adjustments to the Fund’s accrued expenses that were reported and
expensed in prior periods during the Receivership. This amount is predominantly made up of amounts accrued for FTI's claimed
remuneration and expenses up to 30 September 2015 which are no longer payable due to the recent decision of the Court and
provision for reimbursement of operational expenses by FTI not previously brought to account. See Note 14 litigation for more

information.
(b) Distributions Payable

The distributions payable balance of $1,372,036 relates to distributions that appear to have been declared prior to the date of
the Court Receiver’s appointment which were not paid, or have not cleared or were returned unclaimed. These liabilities have

not been verified and Court approval may be required before any payment is made.

Once the secured creditor’s Receivers have retired and the funds are released to me, | will be required to retain certain funds
to meet the liabilities of the Fund, including contingent claims that may arise from the auditor claim and Bellpac litigation.

I'am also required to seek the directions of the Court before proceeding with the next distribution.

There have been no distributions to unitholders for the year ended 30 June 2018 or for years ending 30 June 2017, 30 June
2016 and 30 June 2015.
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4. OTHER EXPENSES

Other Expenses

Receivers and Managers’ fees and outlays (McGrathNicol)
Court Appointed Receiver’s fees & outlays (BDO) *
Legal Fees

Other expenses

Total
*Denotes expenses which are subject to approval by the court.

Court Appointed Receiver's fees & outlays (BDO)

The Court Appointed Receiver’s fees & outlays are represented by the
following amounts:

Court Appointed Receiver’s investigations, litigation and other non-
operating costs

Operating Costs of the Fund

Total

The Court Appointed Receiver’s investigations and other non-operating costs include time costs in relation to the claim against
the former auditors of the Fund, and other litigation matters which include claims against the MPF, LMIM and its directors and

the claim against the Feeder Funds.

30 June 2018 30 June 2017
$ $
239,310 386,228
2,239,050 1,960,705
1,876,102 1,791,427
270,837 245,720
4,625,299 4,384,080
30 June 2018 30 June 2017
$ $
1,007,573 678,368
1,231,477 1,282,337
2,239,050 1,960,705
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5. CHANGES IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

Movements in the net assets attributable to unitholders during the year were as follows:

Net assets attributable to unitholders 30 June 2018 30 June 2017
$ $

Class A
245,679,110 245,679,110

Opening balance

Units issued during the year
Units redeemed during the year

Units issued upon reinvestment of distributions

Closing balance 245,679,110 245,679,110

Class B

Opening balance 220,196,311 220,196,311

Units issued during the year
Units redeemed during the year

Units issued upon reinvestment of distributions

Closing balance 220,196,311 220,196,311

Class C

Opening balance 12,224,964 12,224,964

Units issued during the year z :
Units redeemed during the year

Units issued upon reinvestment of distributions

Foreign exchange (gain)/loss on investor funds

Closing balance 12,224,964 12,224,964

Cumulative movement in changes in net assets (411,215,971) (409,290,408)

Net assets attributable to unitholders 66,884,414 68,809,977

Class A

Class A consists of unitholders who are entitled to receive the declared distribution rate. There are a number of subclasses

attached to class A. These consist of the following products with varying terms:
1)  Flexi Account investment option
2) Fixed Term investment option
3) LM Savings Plan investment option

Class B

Class B consists of related Scheme unitholders.
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5. CHANGES IN NET ASSETS ATTRIBUTABLE TO UNITHOLDERS {cont)

Class C

Class C consists of unitholders who have invested in foreign currencies and are entitled to receive the declared distribution

rate.

Subject to the comments relating to the status of the Scheme in note 2(t) above, unitholders are entitled to one vote per unit
at unitholders’ meetings and as the Scheme is being wound up, unitholders rank after creditors and are equally entitled to the

proceeds of the winding up procedure.

6. LOANS AND RECEIVABLES

30 June 2018 30 June 2017

$ $

Secured mortgage loans 6,102,290 72,696,775
Provision for impairment (6,058,055) (69,076,608)
44,235 3,620,167

Loans and receivables are initially measured at the fair value including transaction costs and subsequently measured at
amortised cost after initial recognition. Loans and Receivables are assessed for impairment at each reporting date. Where
impairment indicators exist, the recoverable amount of the loan will be determined and compared to its carrying amount to
determine whether any impairment losses exists. Impairment losses are recognised when the recoverable amount under the

individual loan is less than the carrying amount of that loan.
Material uncertainty regarding recoverability of Loans and Receivables

For loans in default, an impairment indicator arises which requires the recoverable amount of that loan to be determined. The
recoverable amount for each individual loan in default has been determined from independent valuations and/or the assets
forming the security for the loans. The valuations are based on current market conditions and provide for appropriate exposure

to the market and an orderly realisation of assets forming the security for the loans.

In determining the recoverable amounts, there are uncertainties involved in assessing the market values and the ability to
realise those market values, particularly where the market is not active. Consequently, it is likely that there may be differences
between the amounts at which the Loans and Receivables are recorded at in the financial statements for the period ended 30
June 2018, and the amounts that are actually realised. Such differences may be material. Accordingly, there is a material

uncertainty regarding recoverability of Loans and Receivables.

The balance of $44,235 represents cash available in the controllerships’ bank accounts as at 30 June 2018. These funds have

since been distributed to the Fund’s bank account as loan repayments.
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(a) Provisions for impairment

The impairment loss expense relating to loans and receivables comprises:

Opening balance

Impairment losses provided for (recoveries)
during the period

Impairment losses realised during the period

Closing balance

Total provision for impairment

{(b) Movement in default loans

Gross default loans opening balance
New and increased default loans
Balances written off

Repaid

Gross default loans closing balance
Specific provision

Net default loans

7. PAYABLES

Payables are carried at cost and represent liabilities for goods and services provided to the Fund prior to the period end but

have not yet been paid.

Accounts payable

Approximately $918,458 of the accounts payable balance relates to FTI’s remuneration and expenses claimed from the Fund.

See Note 14 FTI litigation for more information.

30 June 2018 30 June 2017
$ $

69,076,608 68,866,088
614,117 120,542
(63,632,670) 89,978
6,058,055 69,076,608
(6,058,055) 69,076,608
30 June 2018 30 June 2017
$ $

72,696,775 74,341,624
117,090 248,453
{63,632,670) 89,978
(3,078,905) (1,983,280)
6,102,290 72,696,775
{6,058,055) (69,076,608)
44,235 3,620,167

30 June 2018

$
2,451,143

30 June 2017

$
6,883,961
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8. INTEREST BEARING LOANS AND BORROWINGS

Interest bearing loans and borrowings relates to facilities with external providers. In July 2010, the RE entered into a new facility
with an external financier, Deutsche Bank. Deutsche Bank holds a fixed and floating charge over the assets of the Fund.

As indicated in Note 1, McGrathNicol were appointed as Receivers and Managers of the Fund by Deutsche Bank as a result of

a default of the finance facility by the Fund for this secured loan.

There has been a progressive sell down of the assets of the Fund which enabled $14.1M of the loan to be repaid during the
2013 financial year and $21.5M between July and December 2013. The facility was repaid in full in January 2014.

9. RELATED PARTIES

30 June 2018 30 June 2017
S $
Custodian
Custodian’s fees paid by the Scheme 32,274 86,709
Custodian's legal fees (refund) (145,847) -
Total (113,573) 86,709
Custodian

The Custodian of the Fund is The Trust Company (PTAL) Ltd. The Custodian’s fees in the year ended 30 June 2016 included a
claim for legal fees payable under the custodian agreement. The legal fees were incurred by the custodian defending an action
brought by a mortgagor of the Scheme. This action was subsequently discontinued and PTAL was awarded costs. PTAL received
a payment of $150,000 from security for costs put up by the plaintiffs. As PTAL’s costs were claimed and paid by the Fund under

the custodian agreement, PTAL forwarded the security for costs monies to the Fund.

10. RECEIVABLES

30 June 2018 30 June 2017

$ $

Term deposit interest receivable 131,378 249,315
GST receivable 337,652 101,709
469,030 351,024
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11. CASH AND CASH EQUIVALENTS
(a) Reconciliation of cash and cash equivalents

For the purposes of the Statement of Financial Position, the cash and cash equivalents comprise of cash at bank and in hand.
The cash at bank earns interest at floating rates based on the daily bank deposit rates, however, the majority of the cash
balance is invested on term deposit with a bank. The cash at bank figure includes monies held in foreign exchange accounts.

30 June 2018 30 June 2017
$ $
Cash at bank 70,194,328 73,094,783

(b) Reconciliation of change in net assets attributable to unitholders to net cash flows from operating activities

30 June 2018 30 june 2017

$ $
Change in net assets attributable to unitholders (1,925,563) (3,088,411)
Adjustments for:
Non-cash impairment expense 614,117 120,542
Non-cash accrued expense reduction (1,687,695) -
(Gains)/loss on foreign exchange contracts (4,129) 3,548
(increase)/decrease in other receivables {118,005) 39,947
Increase/(decrease) in payables (2,740,995) {942,066)
Net cash flows from/(used in) operating activities (5,862,270) (3,866,440)

12. INTEREST REVENUE
Interest revenue relates to interest received on funds held in bank accounts.

Interest on loans is suspended and not brought to account when it is considered that the amounts are not ultimately

recoverable from the remaining security for the loans.

13. CONTINGENT LIABILITIES
Claims by KordaMentha as Trustee of the LM Performance Fund
Assigned Loans Claim

In August 2014, KordaMentha Pty Ltd and Calibre Capital Pty Ltd as trustees of the MPF commenced two proceedings against
LMIM alleging that the entry into Deeds of Assignment by LMIM, pursuant to which PTAL, as custodian of the FMIF assigned
its right, title and interest in the securities that it held for two FMIF loans, to LMIM as trustee of the MPF, in exchange for
payment of a Settlement Sum, and the alleged payment of the Settlement Sum by LMIM as trustee of the MPF, breached duties
owed by LMIM to members of the MPF. Calibre Capital Pty Ltd has since resigned as trustee of the MPF, and has been removed

as a party to the proceedings.
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On the application of David Whyte, as Receiver of the property of FMIF, orders were made on 17 December 2015 adding him
as second defendant in each proceeding. The plaintiff (after various amendments to its case) sought the following relief in each

proceeding:

Equitable compensation against LMIM, interest and costs
Declarations that:

o LMIM is entitled to be indemnified out of FMIF assets in respect of its liability to the plaintiff in the

proceeding;
o LMIM has a lien or charge over FMIF assets in respect of its liability to the plaintiff in the proceeding;

o  the plaintiff is entitled to be subrogated to the rights of LMIM in respect of the assets of FMIF.

The total amount of the claims made against assets of the FMIF is about $24.1 million plus interest and costs.

At the review hearing on 16 December 2016, the proceedings were adjourned to a date to be fixed.

Both proceedings were discontinued by the MPF in June 2018.

AllS Loan Claim

On 16 December 2015, KordaMentha as trustee of the MPF (MPF Trustee), commenced a proceeding against LMIM, The MPF

Trustee alleged in the proceeding that:

PTAL, as custodian of the FMIF, and LMIM as trustee of the MPF, both made loans to a borrower by the name of

Australian International Investment Services Pty Ltd (AlIS);

PTAL as custodian of the FMIF was the first registered mortgagee, and LMIM as trustee of the MPF was the second

registered mortgagee;

LMIM as trustee of the MPF approved various increases to the amount of the facility, from time to time, in breach of

duty; and

LMIM as trustee of the MPF made various advances that were used to service interest on the loan made by PTAL as
custodian of the FMIF to AllS, in breach of duty, and LMIM as RE of the FMIF received such payments with knowledge

that they were made in breach of duty.

The MPF Trustee claimed the following relief in the proceeding:

approximately $16.82 million equitable compensation against LMIM;

a declaration that LMIM as RE of the FMIF holds on constructive trust the amount of approximately $3.9 million
(being the amount of the payments allegedly made by LMIM as trustee of the MPF to service interest on the FMIF

facility);

a declaration that the MPF Trustee is entitled to be subrogated to the rights of LMIM, and indemnified out of assets
of the FMIF in respect of, or has a lien or charge over the assets and undertakings of the FMIF to secure, the amount

of approximately $3.9 million;

interest and costs.

The proceedings were discontinued by the MPF in June 2018.
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14, LITIGATION MATTERS
Claim against the former auditors

A public examination (PE) of the former auditors, certain directors, former directors (Directors) and staff of LM Investment
Management Limited (In Liquidation) was conducted over a period of 9 days in June 2015 and a further 9 days in October 2015.

Following the PEs, a further amended statement of claim was filed by David Whyte in the Supreme Court of Queensland and

served on the former auditors of the Fund on 14 April 2016.

The former auditors’ solicitors lodged and served on David Whyte an application and supporting affidavit on 27 April 2016
seeking to strike-out certain parts of the statement of claim. The hearing of the strike out application was adjourned to a date
to be fixed by consent to enable appropriate directions to be made for the parties to exchange and file any further affidavit

material and written submissions in advance of the hearing of the strike out application.

On 30 May 2016, David Whyte filed an application to place the proceedings on the Court’s commercial list. This application was

also adjourned to a date to be fixed.

On 2 August 2016, David Whyte filed a second further amended statement of claim. The parties filed submissions and further
affidavit evidence as required by the orders and at the hearing of the strike out application and the commercial list application
on 15 December 2016, the Court granted the application to place the proceedings on the commercial list and reserved its

decision on the strike out application.

The reserved decision from the hearing of the strike out application was handed down on 8 May 2017 and the decision was
not appealed. In that decision, the Court declined to strike out all of the parts of the claim that the former auditors sought to
strike out. However, it did make orders striking out certain causes of action and orders were made that the statement of claim

be amended to delete those causes of action.

In accordance with the Court’s judgment, the statement of claim has been amended and was filed on 20 November 2017 and
served on the former auditors. Details of the loss has been included in the amended statement of claim which has been

calculated (at its highest) in excess of $200 million.

The amended statement of claim filed on 20 November 2017 included a claim for compensation from the former auditors
under section 1325 of the Corporations Act. Steps have been taken to amend the Claim to make specific reference to this claim
for compensation under section 1325. Leave of the Court is required for such amendment, necessitating an application to the

Court.

On 29 May 2018, the Court made Orders for the filing of the proposed application to amend the Claim, as well as for the
auditors to make a request for further and better particulars of the further amended statement of claim.

A request for particulars was received on 19 June 2018. A further Order of the Court dated 24 July 2018 requires the response
to this request to be filed and served by 19 October 2018.

Two further amendments to the statement of claim were filed on 5 July 2018 and 7 August 2018. Particulars of loss and damage

were filed and served on the auditors on 23 July 2018.

The Application for leave to amend the Claim was filed on 10 August 2018. The Court has listed the hearing of the application
for 27 September 2018.

Following the hearing on 27 September 2018, the next steps are to provide the particulars requested and obtain Orders

programming the filing of the auditors’ defence and the Receiver’s reply to that defence.
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Wollongong Coal Ltd (WCL) — Convertible Bonds

There are $8 million in convertible bonds in Wollongong Coal Limited (WCL) which was the subject of a successful application
to the Federal Court acknowledging that Bellpac Pty Ltd (In Liquidation) (Bellpac) (under the control of its liquidators) is the

true owner.

The defendants appealed the decision, which was unsuccessful, however, on 12 July 2016, the defendants made application
for special leave to the High Court of Australia to appeal the decision of the Federal Court. On 10 November 2016, the High

Court refused to grant special leave to the defendants, and dismissed their application with costs.

In January 2016, the Bellpac Liquidator applied for the conversion of the bonds to shares. Under the terms of the Bonds, WCL
is required to issue the shares within 7 days after the end of January 2016 (Due Date) which it failed to do. Instead WCL issued
part of the shares in early February 2016 and the balance of the shares after resolution of its members, in May 2016.

As WCL did not issue the shares as required under the terms of the Bonds, the Bellpac Liquidator brought proceedings against
WCL seeking orders requiring WCL to perform its obligation to redeem the Bonds by

e  Redeeming all of the Bonds which were not converted by the Due Date; and

*  Pay to the Liquidator $8M or such other amount being the nominal principal value of the unconverted Bonds (those

issued in May 2016), plus interest.

The proceedings have been adjourned pending completion of the terms of a heads of agreement with WCL pursuant to which
Bellpac will receive cash of $6.3 million in exchange for the transfer of the shares to WCL or alternatively cancellation of the

shares.

The remaining condition precedent {Sunset Date) to the settlement with WCL has been extended several times from the
original condition precedent fulfilment date and the Liquidator was successful in negotiating as part of the agreement to extend
the Sunset Date that WCL pay interest at 3% p.a. from 2 October 2017 until settlement. The last agreed extension granted was
to 18 October 2018.

Proceedings against the MPF, LMIM and the Directors of LMIM

On 17 December 2014, David Whyte filed a claim and statement of claim in the Supreme Court of Queensland, against a number
of parties, including the MPF Trustee, alleging the FMIF suffered loss as a result of a decision to pay an amount to the MPF in
2011 on settlement of litigation between Bellpac and Gujarat NRE Minerals Ltd {now called Wollongong Coal Limited). The
claim is for $15.5M pius interest.

The proceedings have progressed to completion of discovery stage for the plaintiff and certain defendants. The defendants
who are participating in the proceedings have all filed defences (and in some instances, amended defences) to which the

plaintiff has filed replies.

A draft trial bundle of documents was served on the defendants on 1 June 2018. The proceedings were listed for review on 16
August 2018 following which a timetable was implemented to progress the proceedings to a trial in March/April 2019.
Specifically, and amongst other things, it was ordered that the plaintiff serve an amended draft trial bundle by 14 September
2018. This has been completed and the defendants’ response is due by 5 October 2018. Following the finalisation of the
contents of the trial bundle, affidavit evidence is to be exchanged by the parties along a timeline from November 2018 to

February 2019 in advance of trial.

229



FTl litigation

The RE for the Fund is LM Investment Management Ltd (in Liquidation) (“LMIM”). On 8 April 2015, the Liquidators of LMIM
{“FTI”) filed an application (which was subsequently amended on 20 July 2015) in the Supreme Court of Queensland, for
directions in relation to their ongoing role, and the extent of their powers and responsibilities to undertake certain duties, for,
and on behalf of, the FMIF. The application was heard before the Court on 20 luly 2015, and orders were made on 17 December
2015.

On 16 December 2015, FTI filed a Further Amended Originating Application (“FAOA”) seeking a determination of their
remuneration as administrators, and liquidators, of LMIM. The FADA sought payment in the amount of $3,098,251.83 plus
GST (for the period from the date of their appointment as administrators on 19 March 2013 to 30 September 2015) from the
assets of the Fund. The matter was heard by the Court on 22 February and 14 March 2016 and the decision was reserved.

The Court handed down its reasons for judgment on 17 October 2017 in relation to FTI’s application for approval of their
remuneration and payment from assets of the Fund. Orders reflecting His Honour’s reasons for judgment were made on 22
November 2017 to the effect that FTI be paid a total 0f $1,827,205.23 “(plus GST)” for remuneration and out of pocket expenses
from property of the Fund. The approved amount of $1,827,205.23 was paid to FTI in December 2017.

As to the costs of the proceedings, the court orders provide that certain specified proportions of FTI’s costs on an indemnity

basis are to be paid from the property of the Fund and 3 other LM funds.

On 12 June 2018, FTl advised David Whyte of further claims against the Fund for remuneration and disbursements outstanding
from 1 October 2015 up to 30 April 2018 totalling $363,929.47 exclusive of GST.

On 17 July 2018, Mr Park of FTI, who is now the sole Liquidator of LMIM, filed an application in the Court seeking payment of
remuneration of approximately $743,889.89 inclusive of GST from property of the FMIF, relating to various periods between
19 March 2013 and 30 June 2018. The application was heard on & September 2018 and adjourned to 3 October 2018.

Mr Park’s claimed fees and expenses have been included in the Fund’s Payables (as referred to in Note 7 above), though this

amount is not admitted and is subject to the outcome of FTI's application to the Court.

In accordance with the Orders made by the Court on 17 December 2015, FT1 submitted two indemnity claims to David Whyte,
seeking payment of the sums of $241,453.54 and $375,499.78 respectively, from the assets of the Fund.

The first claim (of $241,453.54) was made with respect to the legal costs incurred by LMIM in relation to the appeal of the
decision of Dalton I appointing David Whyte as receiver of the assets of the Fund, and the person responsible for ensuring the

Fund is wound up in accordance with its Constitution. This claim was rejected by David Whyte.

As to the second claim, David Whyte accepted, and paid, $84,954.41, rejected $169,243.26 and deferred consideration of
$5,473.59 (pending the outcome of the judgment to be handed down in respect of the FAOA for FTI's remuneration). The

balance of the second claim was withdrawn by FTI.

On 20 May 2016, FTI filed an application in the Supreme Court of Queensland, seeking declarations that the claims for
indemnity rejected by David Whyte are properly payable to LMIM from the Fund (“Indemnity Application”), and payment
thereof. On 16 February 2017, Jackson J made directions as to the steps to progress the Indemnity Application. The Indemnity
Application was heard by the Court on 8 and 9 May 2017 and the Court reserved its decision. Shortly before the hearing, the
Indemnity Application was amended, to incorporate a claim by FTI for direct indemnity in favour of FTI (rather than in favour
of LMIM) from the property of the FMIF.
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David Whyte obtained judicial advice {(by Order of Burns J) to the effect that he is justified in raising the clear accounts rule in

opposition to the Indemnity Application, in relation to certain identified claims.

The Court handed down its reasons for judgment on 17 October 2017, and Orders were made on 22 November 2017 to give
effect to the Judgment. Jackson I relevantly found that the legal costs of the appeal in 8895 of 2013 of $263,127.13 and costs
of assessment of those costs in the sum of $9,068.68 are not payable out of the property of the FMIF, that the Liquidators are
entitled to direct indemnity out of the FMIF for various amounts totalling $44,158, and that the clear accounts rule operates
to suspend LMIM’s claimed right to payment from the assets of the FMIF until the resolution of the claim made in the
proceeding 11560/16 (the LMIM Claim). The Court also ordered to the effect that 90% of FTI's costs of the Indemnity
Application be paid out of the assets of the FMIF on the indemnity basis, to be assessed if not agreed.

It is anticipated that there are likely to be further claims by Mr Park for indemnity for expenses from property of the FMIF.
LMIM Claim

A statement of claim filed in November 2016 to preserve claims in relation to certain transactions and avoid possible expiry of
statutory limitation periods has been amended and has now been served on LMIM. The claims are for various alleged breaches
of trust in relation to certain transactions including pre-paid management fees and loan management fees paid to LMIM or its
service entity LM Administration Pty Ltd. On 25 July 2018, the Court granted leave to proceed with this claim and ordered that
the claim be stayed until further order.

Claim against Feeder Funds (Class B unitholders)

The statement of claim which was filed against the Feeder Funds in December 2016 to preserve certain claims has now been
amended and has now been formally served on the parties representing the Feeder Funds. The Feeder Funds are the LM
Currency Protected Australian Income Fund (CPAIF), the LM Institutional Currency Protected Australian Income Fund (ICPAIF)
and the LM Wholesale First Mortgage Income Fund (WMIF). The claim concerns approximately $55 million of redemptions paid
to the Feeder Funds when the FMIF had suspended redemptions to other investors (apart from genuine approved hardship
cases) and approximately $19.5M of income distributions made to the Feeder Funds when income distributions to other
investors were suspended (and the reinvestment of these distributions). The relief sought in the claim includes declarations to
withhold from distributions or payments otherwise payable from the FMIF to:

®  CPAIF in the sum of $40,583,109 plus interest, as adjusted for the difference between the sum paid for capital
distributions in early to mid-2013 and the amount the CPAIF would otherwise have been entitled as referred to in
the statement of claim;

e ICPAIF in the sum of $5,044,118.30 plus interest, as adjusted for the difference between the sum paid for capital
distributions in early to mid-2013 and the amount the CPAIF would otherwise have been entitled as referred to in
the statement of claim;

®  WMIF in the sum of $9,432,090.76 plus interest, as adjusted for the difference between the sum paid for capital
distributions in early to mid-2013 and the amount the WMIF would otherwise have been entitled as referred to in
the statement of claim.

If the claim is successful, it will impact on the return to the Feeder Funds from the winding up of the FMIF and, in the case of
the CPAIF and ICPAIF, it is expected that the claim will exhaust any estimated return (based on the estimated unit value as
calculated herein) to those funds (such that they will not be entitled to any distribution from the FMIF). In the case of the
WMIF, the claim will substantially reduce its entitiement to any distribution.

Mr Whyte made an application under Section 59 of the Trusts Act to seek directions in relation to how the differing interests
of LMIM are to be represented in the proceedings and an application under Section 500 of the Corporations Act to seek leave
to proceed against LMIM (the Applications). The hearing of the Applications, which was originally listed on 8 December 2017,
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was adjourned to a date to be fixed on 7 December 2017. The Applications together with an application to have the matter
listed on the Commercial List (Commercial List Application) were set down for hearing on 29 May 2018.

On 29 May 2018 the matter was heard before his Honour Justice Jackson who stood the matter down in order for the parties
to liaise in relation to the final terms of an order providing for further directions. The further directions included referring the
matter to mediation. Following the provision of an agreed order to his Honour Justice Jackson, the parties were asked by the
Court to reappear before his Honour on 13 June 2018.

On 13 June 2018 orders were made granting the orders sought in the Applications and the Commerecial List Application including
that Mr Whyte represent the interests of the LM First Mortgage Income Fund in the proceedings and that the ICPAIF and the
CPAIF be represented by Mr Said Jahani of Grant Thornton. The interests of LMIM are to be represented by Mr John Park of
FTI Consulting. Further, it was ordered that mediation between the parties take place prior to 28 September 2018.

Following discussions between the parties, it was determined that the parties did not have mutual availability prior to 28
September 2018 to attend mediation. Accordingly, amended orders were made by his Honour Justice Jackson on 4 September
2018 providing for a two day mediation to take place on 5 and 6 November 2018.
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17 October 2018

BY EMAIL ssharry@claytonutz.com

Mr Scott Sharry

Partner

Clayton Utz

Level 28, Riparian Plaza
71 Eagle Street
BRISBANE QLD 4000

Dear Mr Sharry
LM Investment Management Limited (in Liquidation)(Receivers & Managers Appointed)("LMIM") —
KordaMentha Pty Ltd as Trustees of the LM Managed Performance Fund — Supreme Court of

Queensland Proceeding No. 8032/14 and Supreme Court of Queensland Proceeding No. 8034/14
(Proceedings)

We refer to your letter dated 3 October 2018.

We confirm that proceedings BS8032/14 (Barly Wood) and BS8034/14 (Lifestyle) have been
discontinued. Proceeding BS12716/15 (AllS/Alto) has also been discontinued.

On 2 October 2018, our client lodged the following proofs of debt in the liquidation of LMIM:

1 AllS and Alto $3,905,721.81
2 Barly Wood $5,128,071.34
3 Lifestyle $18,982,171.51
4, _Bellpac $4,153,731.32
5 Greystanes $10,706,853.84
6. n $19,948,253.18
7 LM Capalaba $1,281,024

8 Lot 111 $2,320,118.62
9 Madison Estate $254,676,177.58
10. Peter Drake 17,307,395.78
11 Pre-paid Management Fees 16,518,568.19

These proofs do not assert any claim against LMIM as trustee of the First Mortgage Income Fund

Qur client is not obliged to provide your clients with a "release”, and it will not be providing one.
fait
EEII L

Contact: David O'Brien T: +61 7 3119 6159

F. +617 3119 1159 david.obrien@minterellison.com
Partner: David O'Brien T: +61 7 3119 6159 ’
OUR REF: DOB 407735740

enclosure

cc Mr David Schwarz, Tucker & Cowen

Level 22 Waterfront Place 1 Eagle Street Brisbane
PO Box 7844 Waterfront Place QLD 4001 Australia DX 102 Brisbane
T+617 31196000 F+617 3119 1000 minterellison.com

ME 153914653 1



7 December 2018

Our Ref:

AJT:JTW:20180543

Your Ref: Mr Schwarz

Mr David Schwarz
Tucker & Cowen
GPO Box 345
BRISBANE 4001

By Email: dschwarz@tuckercowen.com.an

Dear Colleagues

LM Investment Management Limited (In Liquidation) (Receivers and Managers Appointed)
(“LMIM?”)

Application for directions as to the future conduct of the winding up of LMIM and the LM Funds
Supreme Court of Queensland Proceeding number 3508 of 2015

We refer to your letters of 4 and 5 December 2018

Your correspondence raises several issues in respect of the “proof of debt process,” some of those issues
being ones we sought clarification in respect of in our 29 November 2018 correspondence. We respond
to each of those issues, and where appropriate seek further clarification from you, as follows:

1.

Our client is conscious of the need for the proof of debt process (both pursuant to the 17
December 2015 orders and otherwise) to be completed in a timely manner. This is for both the
benefit of the members of the FMIF and the members of the other LM Funds.

KordaMentha Pty Ltd as trustee of MPF is not pressing an indemnity claim against the FMIF.
The proofs of debt lodged by the trustee of MPF are in respect of LMIM.

Requests for information have been made by our client in respect of the proofs of debt that have
been received. Mr Park’s affidavit of 12 November 2018 deposes to those requests. The requests
for information have been made in accordance with the regulation 5.6.53(3) of the Corporations
Regulations 2001 (“the Regulations”).

Our client has not made requests for further information from the MPF trustees, having
currently only requested information where there may be a claim against the scheme property of
the FMIF. As previously indicated LMIM is in its own right without funds and our client is not
seeking to adjudicate in respect of claims made against LMIM where there is no prospect of a
dividend being paid to creditors.
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In respect of proofs of debt where an adjudication will be carried out, our client expects all of
those adjudications to be completed by 11 January 2019 and to be in a position to notify your
client of Creditor Indemnity Claims in accordance with the 17 December 2015 Orders by 25
January 2019.

Your client has no basis to seek directions at the 10 December 2018 hearing in respect of the
proof of debt process, that process being carried out in accordance with the Regulations and
within the times stipulated by your client.

In our 29 November 2018 letter we sought a response from your client regarding our client
proceeding to date on the basis that all of their work in assessing proofs of debt which have been
lodged are in connection with the FMIF because the process is, in effect, directed to whether a
claim is made against the FMIF. You have not provided the response, instead refusing to

t fto a fixed po ing the entof p unts from the

I cial that your itment elves to respect of this issue
so our client has transparency in respect of the work they are carrying out in respect of the proof
of debt process. Given the 17 December 2015 Orders it is crucial there is an agreed position in
respect of the proof of debt process rather than the issue being left to when the work is done and
an application is made.

In respect of legal advice relevant to a particular fund, is your preliminary view that if a proof of
debt has a connection to a particular Fund it must be an expense in respect of that fund? Are
you asserting that there is in effect a “Category 1 Expense” in respect of the proofs of debt?

Please elaborate on what you mean when you refer to “general costs.” Are these “Category 2
Expenses” which are in respect of all of the LM Funds, whether funded or unfunded? Are you
identifying “corporate expenses” in respect of the proof of debt process as “general costs” and if
so exactly which “corporate expenses” do you inclu I costs. It is cr ou
provide clarification on these issues to avoid further incurred as a

subsequent dispute in respect of “general costs.”

In respect of a pari pasu apportionment including the Feeder F unds, please tell us the exact basis
on which that apportionment will take place. Is there a temporal operation in respect of that
apportionment and if so from exactly when?

It is only when we have the answers sought in this letter and in our 29 November 2018 letter
that we can tell you whether there has been a change in the “general” proof of debt process
estimate.

Given the issues identified and the importance of these issues to completing the proof of debt process,
we request a response to this letter prior to the 10 December 2018 hearing.

Yours faithfully

Julian Walsh
Special Counsel
Direct 07 3004 8836
Mobile 0449 922 233

JWalsh@RussellsLaw.com.au
20180543/2565859
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Tucker&CowenSolicitors.

€S Solicitors Ply. Lid. / ACN 610 321 509

Level 15. 15 Adelalde St. Brisbane. Qld. 4000 / GPO Box 345. Brishane. Qld. 4001,
Telephione, 07 300 300 00 / Facsimile. 07 300 300 33 / wyaw.tuckercowen.cony.ao

Principals.
Richard Cowen.

Our reference: Mr Schwarz / Mr Nase 19 December 2018 David Schwarr,
Justin Marschke.
Your reference: Mr Tiplady / Mr Walsh Daniel Davey.
Consultant,
David Tucker.

Mr Ashley Tiplady
Russells La: Email:  atipladv@russells! Special Counsel
wyers mail:  atiplady@russellslaw.com.au Geoft Hancock.
Brishane Qld 4000 Alex Nase,
Brent Weston.

Marcelle Webster.

Associates.
Emily Anderson,
Dear Colleagues Jawes Morgan,
Scott Honsey.
Paul Armit,
Wesley Hill,
Re: LM Investment Management Limited (In Liquidation) (Receivers & Managers Appointed) (“ZMIM’);
Park & Muller and LMIM as Responsible Entity of the LM First Mortgage Income Fund (“ZMIF’) v David Whyte

Supreme Court of Queensland Proceeding No. 3508/2015

We refer to your letter dated 7 December 2018.

We note your letter confirms, in paragraph number 2, that the proofs of debt lodged by KordaMentha as trustee of the LM
Managed Performance Fund (“MPF Trustee”) are in respect of LMIM, that the MPF is not pressing an indemnity claim
against the FMIF, and that your client has not made any requests for information from the MPF Trustee, having only
requested information where there may be a claim against scheme property of the FMIF .

We also note that your Counsel informed His Honour at the hearing of the application on 10 December 2018 that there are
only two proofs of debt for about $440,000 in respect of which there are potential claims for indemnity from the FMIF and a
further nine proofs in respect of which further information has been requested on the basis that they might relate to the FMIF
(see pages 24 and 31 of transcript). Our client understands that none of these potential indemnity claims are claims for
indemnity with respect to the debts or claims the subject of the proofs of debt lodged by the MPF Trustee.

On the basis of the statements and assurances given in your letter and by your Counsel to His Honour, our client will be
proceeding on the basis that no claim for indemnity from the FMIF will be made, by either the MPF Trustee or LMIM, with
respect to the debts or claims the subject of the proofs of debt lodged by the MPF Trustee. If that is not correct, please let us
know promptly.

As you know, our client intends to make application early next year, for authority of the Court to make an interim distribution
to members, as contemplated by the Orders made on 17 December 2015, Please let us know as soon as possible, if your client
does still intend to leave open the possibility of making any Creditor Indemnity Claim in connection with any of the debts or
claims the subject of the proofs of debt lodged by the MPF Trustee.

In the absence of a response by 25 January 2019, our client will assume that your client has decided that no such Creditor
Indemnity Claim is available.

SEASON'S GREETINGS
This office will be closed from 5.00pm on Friday, 21 December 2018 and will te-open on Wednesday, 2 fanuary 2019.

Mesvrexch\data\radixdimidocuinents\imimatter\ 180353 10161 5862-004.docx



Mr Ashley Tiplady
Russells Lawyers, Brisbane -2-

19 December 2018

Please do not hesitaté to contact us if you have any questions.

Yours faithfully

David Schwarz
Tucker & Cowen

Direct Email; dschwarz@uckercowen.com.au
Direct Line: (07) 3210 3506

Individual llability linited by a scherne approved under Professional Standards Legistation.

iesvrexch\datavradixdim\docutnenis\mmatter\ 180353 1\01615862-004.docx
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20 December 2018
Our Ref: RCL_8974I1

BDO

Level 10, 12 Creek Street
BRISBANE QLD 4000
Attention: Mr David Whyte

By Email: David.Whyte@bdo.com.au

Dear Mr Whyte

RE: LM Investment Management Limited (In Liquidation) (LMIM) ACN 055 691 426
Proof of Debt Adjudication

I refer to previous correspondence concerning the proof of debt process being undertaken by myself
as Liquidator to identify claims against the LM First Mortgage Income Fund (“FMIF”).

The following claims against FMIF have been received and admitted:

Creditor Claim Amount (5) Amount Admitted ($)

Ernst and Young 158,896.51 158,896.51
Norton Rose Fulbright Australia 315,601.21 315,601.21
Total 474,497.72 474,497.72

Proofs of debt in support of the above are *attached.

Should you have any further queries please contact Renee Lobb of this office on (07) 3225 4976 or
Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

/ ‘%/
John Park
Liquidator
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Proof of Debt Adjudication Form

8974 - LM Investment Management Limited (In Liquidation)

Claim Reference:

640316

Creditor Class:

Unsecured Creditors

Name of Creditor:

ERNST AND YOUNG

Level 51, One One One, , 111 Eagle Street

BRISBANE 4000

Creditor Reference:

Claim Details:
Proof of Debt Date: 30/04/2013
Proof of Debt Total: 158,896.51
Amount Withdrawn: 0.00
Claim Breakdown: RATA Advised Claimed Admitted Rejected Variation
Unsecured: Fund Creditors 10,539.17 0.00 158,896.51 158,896.51 0.00 148,357.34
10,539.17 0.00 158,896.51 158,896.51 0.00 148,357.34
Reasons for Variation:
Other:
Supporting Documentation:  [] Creditor Ledger
[ nvoices
] contracts
] other
Proof of Debt Executed: O
Correctly Witnessed: O
Correctly Completed M|
Recommendation: [J Admit for: 158,896.51
] Reject for:
] Hold over
[T More Information
Signatures:
Preparer, Dated
Manager. Dated
Appointee. Dated

239



Subregulation 5.6.49(2)
Form 535

Corporations Act 2001 (Cth)
LM Administration Pty Ltcl (Adm rators Appointed)
ACN 055 691
FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)
To: The Administrators of LM Administration Pty Ltd
1. This is to state that the company was on 19 March 2013 and stilt is, justly and truly indebted:-

TO: .. T TounG

OF .. . .4 T 8TBNES NSW Zogos

» - e
FOR:( b QME BUNDLES ¢ £ IFTY EIGHT | EAGHT Hundie)

(éﬁ;buntov;/'edt itor) AND N;N'e'rg-u)( D
AND ... ..FLF1- cents. At

Particulars of the debt are:~

Date Amount ($)
(insert date when (state how the debt arose & of voucher
debt arose) substantiating payment)

ProressionAt Services - See AT insn

2.
Date Drawer
*3. | am employed by the creditor and authorised in writing by the creditor to make this statement. |
know that the debt was incurred for the consideration stated and that the debt, to the best of my
knowledge and belief, remains unpaid and unsatisfied,
“3. I am the cred agentau ised in writing to make this statement in writing. | know that the
debt was incu for the co on stated and that the debt, to the best of my knowledge and
belief, remains unpaid and unsa d.
Dated this __2Ofts. dayof AFRIL  20]3 Signature ..
Name .. Gevtar Lo e,
Address ..H§V. &1 €.3. YA
“Delete if not applicable 1 NS

Our Ref: EBZ_8973pad.doc
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Etnst & Young

111 Eagla Straat

Bristana QLD 4600 Australia
GPQ Bux 7879 Brisbane OLD 4001

‘”“H“””IH“”Hl“““ Sl FrnsT & YOUNG Tel: #61 7 3011 3333

Fax: +61 7 3011 3100
www.ey.com/au

Tax Invoice

LM Investment Management Limited
Attention: Francene Mulder
PO Box 485

SURFERS PARADISE QLD 4217
8 April 2013

Tax Invoice No. AUQ0100327917
Recipient ABN 68 077 208 461

Mo receipt will be is3ued unless requested

Memorandum of Fees

Billing with respect to 31 December 2012 Half Year Review of LM First 37,079.00
Mortgage Income Fund for work performed up to and including 18 March

2013.

Out of pocket expenses. 45.00
Engagement administration charge at 3% 1,112.37
Totatl 38,236.37
GST applied 38,236.37 at 10.00% 3,823.64
Total amount payable $42,060.01

With Compliments

Terms: payment on this notice withia 14 days Our Ref: 60459407/15771813/AU011001420

Ernst & Young ABN 75 288 172 749
Liability limited by a scheme approved under Professional Standards Legislation
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LM Investment Management Limited
™ Attention: Francene Mulder
' PO Box 485
SURFERS PARADISE QLD 4217

Ty Fee for services rendered
i )‘

Amount paid

Payment options:

8 April 2013
Tax Invoice No. AU00100327917
Debtor No. 604592407

$42,060.01

.. by Direct Deposit, Bank Transfer or Domestic Internet Transfer please remit to:

Westpac, 341 George St, Sydney NSW 2000

8SB 032000, Account 404335

For international payments - Swift Code; WPACAU2S

quoting references AU00100327917 and LM Investment Management Limited

Please complete Amount being paid and fax to: Accounts Receivable +61 2 9248-5451
) Or e-mail all payment details to: Accounts.Receivable@au.ey.com

... by Mail please make cheque payable to “Ernst & Young”, attach to this page

and mail to:

Ernst & Young
GPO Box 2646
SYDNEY NSW 2001

If paying multiple invoices please attach full details
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ABN 75 288 172 749
Tax Invoice

i

LM Investment Management Limited
Attention: Francene Mulder

PO Box 485

SURFERS PARADISE QLD 4217

Terms: payment on this notice within 14 days

Ernst & Young ABM 75 238 172 749

Ernst & Young

111 Eagle Street

8risbane QLD 4000 Australia
GPO Bos 7878 Brisbane GLD 4001

Tel: +61 7 3011 3333
Fax. #+61 73011 3100
WWw ey com/ay

15 March 2013
Tax Invaice No, AU00100324825
Recipient ABN 63 077 208 451

()
No receipt will be issued unless requested

Memorandum of Fees

(""“_1 Progress bill for 31 December 2012 Half Year Review of LM First Mortgage 100,000.00

it Income Fund.
Out of pocket expenses 3,215.00
Engagement administration charge at 3% 3,000.00
Total 106,215.00
GST applied 106,215.00 at 10.00% 10,621.50

Total amount payable $116,836.50
With Compliments

(J

Qur Ref: 50459407/15771813/AU011001420

Lianility timited by a scheme approved under Professional Standards tegislation
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LM Investment Management Limited
Attention: Francene Mulder

PO Box 485

SURFERS PARADISE QLD 4217

Fee for services rendered

Amount paid

Payment options:

15 March 2013
Tax Invoice No. AU00100324826
Debtor No. 60455407

$116,836.50

- by Direct Deposit, Bank Transfer or Domestic Internet Transfer please remit to:

BSB 032000, Account 404335

For international payments - Swift Code: WPACAU2S

Westpac, 341 George St, Sydney NSW 2000

guoting references AU00100324826 and LM Investment Management Limited

Please complete Amount being paid and fax to: Accounts Receivable +61 2 9248-5451

Or e-rnail all payment details to:

Accounts.Receivable@au.ey.com

-+ by Mail please make cheque payable to "Ernst & Young", attach to this page

and mail to:

Ernst & Young
GPO Box 2646
SYDNEY NSW 2001

If paying multiple invoices please attach full details
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Proof of Debt Adjudication Form

8974 - LM Investment Management Limited (In Liquidation)

Claim Reference:

640534

Creditor Class:

Unsecured Creditors

Name of Creditor:

NORTON ROSE FULBRIGHT AUSTRALIA

GPO Box 407
Brisbane QLD 4001
Creditor Reference:
Claim Details:
Proof of Debt Date: 27/03/2013
Proof of Debt Total: 409,668.85
Amount Withdrawn: 0.00
Claim Breakdown: RATA Advised Claimed Admitted Rejected Variation
Unsecured: Fund Creditors 46,757.00 0.00 409,668.85 409,668.85 0.00 362,911.85
46,757.00 0.00 409,668.85 409,668.85 0.00 362,911.85
Reasons for Variation:
Other:
Supporting Documentation: |:] Creditor Ledger
[ nvoices
[ contracts
[ other
Proof of Debt Executed: |
Correctly Witnessed: O
Correctly Completed O
Recommendation: [ Admit for: 409,668.85
[ Reject for:
[] Hold over
] More Information
Signatures:
Preparer. Dated
Manager. Dated
Appointee. Dated
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FORM 535
subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)
To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”)

This is to state that the company was on 19 March 2013, and still is, justly and truly in ed to:
NoAT OV  RosS  FULBAIGHT ARV 32740 ¢ 049

name, ABN and address of the creditor

and, if applicable, the creditor's partners If prepared by an employee or agent of the creditor, also insert a description of the occupation of the creditor)

for 315 621-2! dollars and cents

Particulars of the debt are:

Date Consideration Amount Remarks
- s n (state how the debt arose) . (include details of voucher substantioting payment)
‘VOUB(']A - .5315 60, 2’ _ L§
L& Gl / S f
Y 2017 $SAUVICES DA ® m B
$

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any

satisfaction or security for the sum or any part of it except for the following v A

{insert particulars of all securities held If the securities are on the property of the company, assess the value of those securities If any bills or other

negotiable securities are held, show them in a schedule in the foliowing form)

Date Drawer Acceptor Amount Due Date

Signed by (select option)

[0 |am the creditor personalily. y

% a ofF (/ /
lam he creditor and authorised fm=w by the creditor to make this statement. | know that
the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

I 1am the creditor's agent authorised in writing to make this statement in writing. | know the debt was
incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains
unpaid and unsatisfied.

Dated: 1@ 29/5

Signature

Peter Anthony Schmidt Pary e NV OATON ﬂ;zi@ﬂ" HT

Name

Address: C/O Lsvst 21 Y, H encLs sTr 5ET, @/)719617(\/5

Occupation

RECEIVE REPORTS BY EMAIL Yes No

Do you wish to receive all future reports and correspondence from our office via email?
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Norton Rose Australia
ABN 32 720 868 049

Level 21
TAX INVOICE ONE ONE ONE
111 Eagle Street
BRISBANE QLD 4000
AUSTRALIA
Invoice Number 1194858 Tel +61 (0)7 3414 2888
Date/Tax Point 31 January 2013 Fax +61 (0)7 3414 2999
Our ref 574369/2787923/PAS/105 GPO Box 407, Brisbane QId 4001
DX114 Brisbane
LM Investment Management Ltd
PO Box 485
SURFERS PARADISE QLD 4217
For the attention of: Francene Muider
Charges GST Rate
AU S %
ASIC Investigation
CHARGES FOR PROFESSIONAL SERVICES RENDERED to 30
January 2013, 28,730.00 10.00
DISBURSEMENTS
Official Registry Fees 1,000.00 0.00
Travel expenses 208.67 10.00
OTHER CHARGES
Document reproduction 39.90
Net 29,978.57
GST 2,897.86
TOTAL AMOUNT NOW DUE AND PAYABLE AU $32,876.43
Invoi re payable n rendered. Payments may be made by cheque to GPO Box 407, Brisbane
QLD or by credit to the account of Nor  Rose Australia, ANZ Banking G 324

Queen et, Brisbane, BSB -002, Ac t Number 8349-91656, Switt Co M.
Please se us of your EFT emall to .

This invoice may include fees and disbursements of the constituent parts of Norton Rose Group.
re icable, exchange rates have been applied to this bill according to the date of each transaction.

ntion
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill.

The following avenues are open to a client in the event of a dispute in relation to legal costs comprised in
this bill:
() costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession’ Act 2007 (QLD)
(“the Act”).
(An application for assessment must be made within 12 months after the bill was given.)
(i)  the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer period.

1194858

248



Zein El Hassan - Partner

Date

21-Dec-2012
07-Jan-2013
09-Jan-2013
10-Jan-2013
16-Jan-2013

Description

John Moutsopoulos — Partner

Date
21-Dec-2012

15-Jan-2013
16-Jan-2013
17-dan-2013
18-Jan-2013

21-Jan-2013
23-Jan-2013
29-Jan-2013

30-Jan-2013

Description
J I; Confer M

P :
Conference call with Fran Mulder, confer Z El Hassan

Co rd arding FX hed disclosure
Co rJ arding FX ana of PDS's and Advisor liability,
Co rP

Confer J Kelly ing Trilogy email and confer P Schmidt

Confer M Muld J Kelly
r on ing I
u ef
r re uid' ion of

Peter A Schmidt — Partner

Date
15-Jan-2013

17-dan-2013
21-Jan-2013

23-Jan-2013

Description

Teleconference with John, F Mulder and others re issues moving
forward
rilogy
sidering

Michelle Asimus — Senior Associate

Date

21-Dec-2012
21-Dec-2012

21-Dec-2012
21-Dec-2012

24-Dec-2012
27-Dec-2012

28-Dec-2012

Description

Confer with J Moutsopoulos on s253E ASIC relief application
Conferring with J Moutsopoulos on draft relief instrument to be submitted
as part of s25 efapplic n
amendments 3E ASIC  ef application
Drafting email to ASIC enclosing forward looking investor
communication and final RG45s
Drafting amendments to ASIC relief application, finalising application
and submission to ASIC
Correspondence with Simon Tickner regarding further valuations
submissions for $30 notice
Reviewing further submission from LM on s30 notice (valuations) and
submitting to ASIC

Hours

0.50
0.80
1.50
0.80
0.40

Hours

2.80
0.40
0.70
0.60
1.90
1.00
0.90
0.90

0.40

Hours
1.40

0.40
0.60

0.60

Hours

0.80
0.50

1.90
0.20

0.70
0.30

1.20
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Michele Levine — Senior Associate

Date

05-Dec-2012
20-Dec-2012
21-Dec-2012
07-Jan-2013
07-Jan-2013
09-Jan-2013
10-Jan-2013
11-Jan-2013
16-Jan-2013

Description

Reviewings  fic

Considering  ifi s
Considering specific redemption requests

Considering emption request

Considering

Considering BT/Asgard redemption request

Advising on specific BT/Asgard redemption request
Advising on BT/Asgard redemption requests
Considering FX margin calls and adviser commissions

Jack Kelly — Lawyer

Date
21-Dec-2012

16-Jan-2013

16-Jan-2013

16-Jan-2013
17-Jan-2013
17-dan-2013

17-Jan-2013
18-Jan-2013

18-Jan-2013

21-Jan-2013

21-Jan-2013
21-Jan-2013
23-Jan-2013
23-Jan-2013

23-Jan-2013
25-Jan-2013

29-Jan-2013
29-Jan-2013

29-Jan-2013

29-Jan-2013

Description
Considering amendments to RG45. Confer with J Moutsopoulos of the

LM.

lassan and M Levine regarding
outstanding ASIC issues and issues arising out of earlier LM
teleconference,
jons and rega advisor
cashflow idity FMIF
ng foreign currency hedging in

Reviewing CPAIF and ICPAIF PDS regarding foreign currency hedge
ISsue

Co eri sue e
Co wi FX r fees.
Co wi

Preparing note and considering PDS disclosures regarding FX hedge
and advisor fees.

ogy to LM Compliance Committee

ct, ASIG guidance and common

oulos regarding Compliance

Draft mail to F Mulder of LM regarding telephone conference
tomo
Telephone conference with F Mulder of LM, J Moutsopoulos and P
¥ queries
Reviewing audited financial
t.

wing letters to ASIC to determine

iliqudity date.

P ing il ity

R rega queries from Trilogy to

C
F Mulder, der and D Lo of
arding de the lliquid, ha p
s

Reviewing ASIC hardship relief policy and media releases

Hours

0.80
0.50
0.40
4.60
0.10
1.50
1.00
5.70
0.40

Hours
1.50

1.30
0.40

2.10
0.60
1.50

1.50
1.60

3.50
3.20

0.40
0.10
0.50
2.00

0.20
0.20

0.20
0.20

0.70

0.30
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Jack Kelly — Lawyer

Date Description
30-4an-2013 ing for LM's relief instrument received by ASIC regarding
p provisions

30-Jan-2013 ewing and aring response regarding withdrawal requests and

ship provis
30-Jan-2013 F, CPAIF and

ct
30-Jan-2013 instrument email.
30-Jan-2013 ring email to F Mulder. Settling board minutes with J
opoulos.
Disbursements
Travel expenses
Cab Inv# 006  422012-12 Date: 10/12 - Working

late bcharge  be used either Mon or next
week) (25377) 28/11/12 20:39:04
Invit 0064 2012-12 Date: 10/12/2012 - Working
) 2911112 1:18

V o Kelly, Jack; Invoice# 910;
D 08/01/2013 Taxi workin 012)
GST Exempt
Official Registry Fees
PAYEE: ral e es and | ents Commission;
REQUE 68 ; E: 24/12 - Fee for ASIC relief
application
Total
Other Charges

Document reproduction

Total

Hours
1.00

0.80
1.60
0.50
0.30

$24.22

$98.89
$85.56

$1,000.00

$39.90

AU $39.90
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30 September 2014 )
Norton Rose Fulbright Australia
ABN 32 720 868 049
Level 21, ONE ONE ONE
111 Eagle Street
BRISBANE QLD 4000
AUSTRALIA
. Tel +617 3414 2888
E:;’t':e\:\’hyte Fax +61 7 3414 2090
BDO GPO Box 407, Brisbane QLD 4001
Level 10 DX 114 Brisbane
12 Creek Street nortonrosefulbright.com
+61 7 3414 2930
Email
peter.schmidt@nortonrosefulbright.com
Your reference: Our reference:
2796353
Dear David

RE The LM First Mortgage Income Fund (ARSN 089 343 288) (LMFMIF)

Further to our recent discussions, | am g to you to provide you details of the basis on which Norton

Rose Fulbright claims to be a creditor o LMFMIF.

1 Background

T

1.1 ook a
ity,
e
1.2 For the rea ained below, it is my view that most of this work undertaken by our firm was on
behalf of th IF.

1.3 Enclosed are the following:

(1) a summary of our outstanding accounts which relates to the LMFMIF;
(2) copies of the relevant invoices for each matter; and
(3) s ne F in the
o of o} come
( ed L ).
1.4 I will give a brief description of the work undertaken which is described in more detail in the
enclosed accounts.
APAC-#24067025-v1
Norton Rese Fulbright Australla is a law firm as defined in the Lagal Prolession Acts of the Ausiralian states and terrllory in which it practises.
[-] Inc) and

5 i regulatory

N clients.
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30 September 2014

2 ASIC investigation file no. 2787923

2.1

2.2

3

3.1

3.2

3.3

3.4

3.5

3.6

3.7

We structed by LM in September 2012 to assist LM in respect to a number of ongoing is
with

f‘I\ORTON ROSE FULBRIGHT

sues

€ matters from ASIC were in respect to a number of issues in respect to the LMFMIF but mainly

t;

(1) The majority of discussio tiations with ASIC was in respect of the “forward
looking" management of ne s AS
and substant and prov to s of
fund and the h LM inte to e ea
of that fund;

(2) Advise on constitutional amendments, procedure regarding redemption. Settling RG45
Report and investor communications;

(3) The work also invo an tio
held, by LM as RE elL to
section 253E of the Corporations La
ccur at that t

the LMFMIF
s why that w
(4) v of docu tion, and responses on specific issues, following the receipt of
c sued by
Trilogy Funds Management - File no. 2789191
As n by the | nt, the en
as nsible en andits 2
the time, the view was taken that the interests
we were being asked to undertake.
the ion
com icat
in Trilogy cha and toma nu
to nted as tem pon entity, the
ually fou not in the interests of
respons of the LMFMIF (refer

For the same reasons, it was reasonable for LM as RE of the LMEMIF to form the view that the
appointment of Trilogy as RE of the fund was not in the interests of members and therefore
defending attempts by Trilogy to be appointed was in the interests of members.

IC
the
ssets

to

ilogy,
y

ent

f the

my review of the a ts is file, it a at some of the work done on the application
ed to in paragraph a was also on this file,
Some of the e subjec he d ed to ass LM in its role

as RE of the funds to wi h of those f to Trilogy. It

may be that some of these accounts should be

APAC-#24067025-v1 2
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A
30 September 2014 NORTON ROSE FULBRIGHT

Once you have had an opportunity to consider this, [ am happy to meet ta discuss what further information
you require. If you want to inspect any files or documents let me know.

Kind regards

eter Schmidt
Partner and Head of Office
Norton Rose Fulbright Australia

Encls:
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O

TAX INVOICE

1187306
30 November 2012
574369/2787923/PAS/105

Invoice Number
Date/Tax Point
Our ref

LM Investment Management Ltd
PO Box 485
SURFERS PARADISE QLD 4217

For the attention of: Francene Mulder

ASIC Investigation

CHARGES FOR PROFESSIONAL SERVICES RENDERED to 30
November 2012.

DISBURSEMENTS

Search fees
Travel expenses

OTHER CHARGES
Document reproduction
Net

GsT

TOTAL AMOUNT NOW DUE AND PAYABLE

Invoices are pa e net wh ered.

Melbourne VIC forbyc nsfer

Limited, 324 Queen Street, Brisbane, BSB Number
ANZBAUS3M. Please advise us of your EFT payment by email to

This invoice may include fees and disbursements of the constituent
Where icable,

Your atlonlion lo the nolice

A
NORTON ROSE

Norton Rose Australia
ABN 32 720 868 049
Level 21

ONE ONE ONE

111 Eagle Street
BRISBANE QLD 4000
AUSTRALIA

Tel +61 (0)7 3414 2888

Fax +81 (0)7 3414 2999

GPQ Box 407, Brisbane QId 4001
DX114 Brisbane

Charges GST

AU
166,972.50

25.20
260.28

320.10
167,578.08

16,757.81

AU $184,335.89

parts of Norton Rose Group.
ge rates have been applied to this bill according to the date of each transaction.

Rate

%

10.00

10.00
10.00

10.00
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill.

The foliowing avenues are open to a client in the event of a dispute in relation to legal costs comprised in
this bill:
()  costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession Act 2007 (QLD)
("the Act").
(An application for assessment must be made within 12 months after the bill was given.)
(i) the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer period.

1187306
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Zein El Hassan — Partner

Date

22-Nov-2012
23-Nov-2012
26-Nov-2012
27-Nov-2012
28-Nov-2012
29-Nov-2012

Description

Considering e to ASIC questions
Considering ding scenarios
Considering e to ASIC

Considering scenarios for response to ASIC
Considering response to ASIC questions
Considering response to ASIC questions

Paul Humphreys — Partner

Date
12-Nov-2012

Description
Attending discussion re tax issues.

John Moutsopoulos — Partner

Date
09-Nov-2012

12-Nov-2012

18-Nov-2012

14-Nov-2012

15-Nov-2012

16-Nov-2012
20-Nov-2012

21-Nov-2012
22-Nov-2012

Description

Confer M Asimus and J Kelly regarding ASIC issues; Canfer P Schmidt
rding ASIC notices; Confer New Zealand Lawyers; call to Ben

ons;
usr goof strategy and related party ;
per; J Kel ding ASIC concern on unil !
SIC concerns, re t Confer M
ncerns; confer P r ing ASIC
ous emails to and LM, confer P Schmidt, confer J Kelly
SIC concerns, con Schmidt
ng draft call to
fer J Ke ASIC

Confer J Kelly regarding ASIC concern; Confer M Asimus regarding go
forward letter

C M Asimus; confer J Kelly regarding ASIC concerns; confer P

S t

Peter A Schmidt — Partner

Date
08-Nov-2012

09-Nov-2012

Description
id es in notices and ing review, considering
M advice on sale of and tions under
tit

conference with John and his team reviewing at length the ASIC issues,

reviewing responses and documents and research needed for each item

and working out what further info is needed

Hours

0.80
3.00
3.00
2.80
13.00
11.00

Hours
0.20

Hours
4.20

4.00

6.10

3.40

2.50

1.90
3.90

2.40
5.10

Hours
0.80

1.50
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Peter A Schmidt — Partner

Date
09-Nov-2012

12-Nov-2012

13-Nov-2012
13-Nov-2012
13-Nov-2012
14-Nov-2012
14-Nov-2012
14-Nov-2012
14-Nov-2012
15-Nov-2012

20-Nov-2012

21-Nov-2012
22-Nov-2012
23-Nov-2012
23-Nov-2012
26-Nov-2012
27-Nov-2012
28-Nov-2012

29-Nov-2012
29-Nov-2012

29-Nov-2012
30-Nov-2012

30-Nov-2012

Description

with G H ewing stobe an instructing on issues
to be res andd ents to be

Reviewing valuation p 0 ASIC sly , reviewing
ASIC Reg Guides sin 0 ons, re PDS and CON,

considering schedule of changes in valuations over last 4 or so years
and reasons for changes
with John and Michelle reviewing status of responses to ASIC and
further info required.
Settling email re issues to cover in response to ASIC re valuations,
drafting response to ASIC
Reviewing Constitution, Compliance Plans, Valuation Policy and
Procedures Manual, ASIC guidelines and cavuations schedule, drafting
email to LM re views and info needed
Settling and sending email to F Mulder re Valuations
Reviewing and settling lists of other issues raised by ASIC prior to last
meeting
settling questions in respect to info needed on related party transactions,
drafting email
with John re responses and emails received from Peter and others,
reviewing "moving forward" policy and settling draft letter
ewing nference call with Sydney Team, setiling email
onse, s and responding
Attending telecon with John and his team, going through outstanding
issues and identifying remaining steps, then drafting emai to F Mulder re
action items and other issues
Reviewing previous responses re related party transaction, considering
issue re interest of members as a whole
meeting with John and team identifying remaining issues and answers
to ASIC notices and further documents required
reviewing redemption advice and other issues and going through points
with John and his team
Reviewing checklist and sending email
Tony Hickey in respect to various issues
at LM Offices on Gold Coast for meeting with Board reviewing ASIC
expenses, including travel
Drafting framewaork of responses on Valuations and Related Party
Transactions
Reviewing email from Tony and responding
Drafting detailed ASIC response on Valuation methods and email to
John Moutsopoulos
Drafting email to Sirnon Tickner
Drafting the Related Party response to ASIC, reviewing previous
dis and the B M nd Con manual, reviewing the
ins s from LM ph with Si and F Mulder, drafting
email to F Mulder Mulder
ng Valuation r
nts for related
Simon and F Mulder

se, drafting changes to response, ewing
response, instructions from LM ,c  to

Michelle Asimus - Senior Associate

Date
01-Nov-2012

Description
Preparing amendments to ASIC minutes and covering email to LM

Hours
0.80

3.20

0.80
1.40
2.50
0.20
0.80
0.80
1.20
1.60

1.80

1.20

0.80

0.20
0.30
5.00
1.20

0.30
4.50

0.50
4.20

3.20

Hours
0.40
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Michelle Asimus — Senior Associate

Date
05-Nov-2012

06-Nov-2012

08-Nov-2012
08-Nov-2012
09-Nov-2012
12-Nov-2012
12-Nov-2012

12-Nov-2012

12-Nov-2012
12-Nov-2012
13-Nov-2012

13-Nov-2012

13-Nov-2012

13-Nov-2012

13-Nov-2012

13-Nov-2012
13-Nov-2012
15-Nov-2012
15-Nov-2012

15-Nov-2012

15-Nov-2012

16-Nov-2012

Description
b ding
ty
pr ng up
d nting strategy of ca an
y ute realisation pr toi rs,
d
Drafting n ree options to consider for LM implementing an asset
sell down
J op sforLMto
m
rt for down of FMIF
assets
ing LM's closure obligations in connection with the
looking F

Drafting related party transaction note for P Schmidt

sponse to
ard on

di utsopo

in i ion,

m fling fu

Drafting Norton Rose response to ASIC on ASIC's forward looking
concerns

Hi tod al queries on matters
's egy scuss program to orderly
C raised by Tony Hi ai to Norton
R ng strategy paper g o Tony
H
ng
nse

Meeting with J Moutsopoulos to settle amendments to ASIC forward
looking response

Meeting Schmidt, J Moutsopoulos and J Kelly to discuss NR
respons IC

on response for backward looking issues

R n
to
ns with ASIC

Hours
3.30

3.40

3.70

2.80
0.50
0.60

2.60

1.10
2.30
1.10

0.80

4.60

0.50

1.70

0.60
0.0
0.60
0.60

1.40

0.20

0.80
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Date
16-Nov-2012

16-Nov-2012
16-Nov-2012
19-Nov-2012
20-Nov-2012
20-Nov-2012
20-Nov-2012
20-Nov-2012
22-Nov-2012
22-Nov-2012

23-Nov-2012
23-Nov-2012

23-Nov-2012
26-Nov-2012
26-Nov-2012
26-Nov-2012
26-Nov-2012

29-Nov-2012
29-Nov-2012

29-Nov-2012
29-Nov-2012

29-Nov-2012

Date

26-Nov-2012
27-Nov-2012
28-Nov-2012
29-Nov-2012

Date

Description Hours
Telephone with Grant Fischer regarding lodgement of financial 0.10
statements

Drafting email to LM in response to email received from ASIG dealing 0.40
with relief from s253E and request for information on LM Managed

Performance Fund

Confer with J Moutsopoulos on forward looking strategy, Deed of Partial 1.20
Termination and covering email and email received from ASIC

requesting information on LM MPF and relief from s253E

Drafting relief application and instrument for s253 voting 4.30
Attending teleconference with P Schmidt, J Moutsopoulos and J Kelly to 0.80
discuss ASIC response on backward looking issues

Drafting email to F Mulder on investor communication on forward looking 0.50
strategy and updated RG statements

Drafting ASIC relief application for s253E relief for feeder fund voting 2,40
Discussion with J Moutsopoulos on ASIC relief application 0.30
Drafting Backward looking response to ASIC 0.50
Discussion with P Schmidt, J Moutsopoulos and J Kelly to discuss 0.80
backward looking issue and outstanding legal items

Drafting ASIC backward looking response 2.50
Drafting amendments to Investor Communication for forward looking 0.80
strategy

Reviewing unilateral amendment to Constitution made in 2008 based on 0.70
ASIC's concerns that it required a special resolution as part of backward

looking response to ASIC and conferring with J Kelly on amendment

Drafting ASIC backward looking response for FMIF 2.30
Conferring with J Kelly on NR response to ASIC on unilateral 0.40
amendments

Drafting investor communication on forward looking strategy for FMIF 1.60
and discussion with J Moutsopoulos on the same

Telephone call with Trevor Fenwick concerning Services Agreement and 0.20
capacity that LM Investment Management entered into it.

Drafting backward looking response to ASIC 1.30
Reviewing and drafting amendments to valuations section of backward 0.80
looking response

Drafting unilateral amendments to constitution backward looking 6.30
response

Drafting amendments to Schedule 5 of ASIC's backward looking 0.50
response regarding additional agenda items

Reviewing case law on responsible entity’s ability to unilaterally amend a 1.20
constitution current during period 2005 to 2008

Description Hours
Reviewing advice regarding response to ASIC 4.10
Drafting advice regarding response to ASIC 9.10
Drafting advice regarding response to ASIC 13.00
Drafting advice regarding redemptions 11.50
Description Hours
Attending with P Schmidt regarding steps for responding to ASIC 0.30

09-Nov-2012

questions
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Georgia Hinds — Lawyer

Date
12-Nov-2012

12-Nov-2012

12-Nov-2012

13-Nov-2012
13-Nov-2012
13-Nov-2012

14-Nov-2012

Description

Jack Kelly — Lawyer

Date

06-Nov-2012
07-Nov-2012

08-Nov-2012
08-Nov-2012
08-Nov-2012
08-Nov-2012
09-Nov-2012

09-Nov-2012

09-Nov-2012
09-Nov-2012

10-Nov-2012
11-Nov-2012

12-Nov-2012
12-Nov-2012
12-Nov-2012
12-Nov-2012
12-Nov-2012

12-Nov-2012

13-Nov-2012
13-Nov-2012
13-Nov-2012

13-Nov-2012
13-Nov-2012
13-Nov-2012
13-Nov-2012

Description

Cons ng val as respon e ent FMIF
Cons lo concerns (un erala ments,
selec

C

C ICc

C SIC s
R

R gun al ents.

P

C dM us g ASIC
is

Preparing for teleconference with NZ and P Schmidt

Rev ASIC no , ing min and other correspondence
and ing addit ( ASICc ms

Reviewing hard copy s30/s912C docurnents
Re ing hard copy 912C ents and preparing note on
uni al amendmen onstit

Confer with J Moutsopoulos regarding unilateral amendments and
selective redemption concerns
R dc issue

D
C co ns
C

Hours
0.80

0.30

1.70

0.30
1.90
0.20

0.20

Hours

1.00
3.50

2.70
0.80
0.40
0.80
2.50

2.00

0.20
0.60

0.80
5.00

0.90
0.50
0.80
1.20
3.90

1.80

4.10
0.10
2.90

1.20
0.50
0.20
0.20
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Jack Kelly — Lawyer

Date
14-Nov-2012

14-Nov-2012
14-Nov-2012
14-Nov-2012
14-Nov-2012
14-Nov-2012
14-Nov-2012
15-Nov-2012
15-Nov-2012

15-Nov-2012
15-Nov-2012

16-Nov-2012
16-Nov-2012

16-Nov-2012

16-Nov-2012
19-Nov-2012

20-Nov-2012

20-Nov-2012
20-Nov-2012

20-Nov-2012
20-Nov-2012
20-Nov-2012

20-Nov-2012

20-Nov-2012

20-Nov-2012
21-Nov-2012
21-Nov-2012
21-Nov-2012
21-Nov-2012

22-Nov-2012

Description

Preparing edits to selective redemption issue. Reviewing PDS.
Searching ASIC registers regarding WFMIF. Searching ASIC RG, CO
and [INFO documents regarding redemption issue.

Considering selective redemption issue.

Confer with J Moutsopoulos regarding selective redemption issue
Reviewing PDS regarding selective redemption issue

Considering emaiis regarding ASIC concerns (going forward, backward
looking issues, strategy)

Preparing edits and conferring with J Moutsopoulos regarding strategy
paper implementing forward looking strategy for FMIF

Drafting note regarding selective redemptions consider s912C notice.
Amending draft letter to ASIC on FMIF forward looking strategy

Confer with J Moutsopoulos, P Schmidt and M Asimus regarding ASIC's
concerns and outstanding legal issues

Confer with M Asirmus regarding forward and backward looking issues
Telephone Eryn Vannucci of LM regarding financial handover
Preparing selective redemption table. Considering ASIC concerns
regarding selective redemption. Preparing response to C Hodge
regarding unilateral amendments. Gonsidering emails from LM. Confer
with J Moutsopoulos of the same.

Confer with J Moutsopoulos regarding redemptions

Considering selective redemption and priority of redemptions

Confer with J Moutsopoulos to settle docurnent

Preparing second note regarding selective redemption

Preparing note on selective redemption. Considering legal issues.
Considering financial accounts lodged with ASIC and comments
regarding diiferent classes existing. Considering unilateral amendments
to constitutions.

Confer with J Moutsopoulos regarding selective redemption ASIC
concern

Considering selective redemption issue

Considering third tranche unilateral amendments made to FMIF
constitution (Replacement Constitution dated April 2008)

Reviewing and considering emails forwarded from C Hodge to J
Moutsopoulos on 16 November 2012 regarding second unilateral
amendment dated 2007.

Reviewing early withdrawal management fee penalty excel spreadsheet
Reviewing and considering 2010 and 2011 audited reponts for the
purposes of unilateral constitutional amendments

Preparing for and attending teleconference with J Moutsopoulos, P
Schmidt and M Asimus regarding outstanding legal issues, way forward
and backward looking concerns

Telephone with C Hodge of LM and J Moutsopoulos at 4.10pm
regarding handing over of documents (particular question regarding
WFMIF audited reports)

Reviewing and discussing selective redemption note with J
Moutsopoulos

Considering and preparing edits to draft note. Reviewing draft note.
Confer with J Moutsopoulos regarding selective redemption note.
Confer with J Moutsopoulos {various times) regarding amendments to
selective redemption note.

Drafting edits and considering impact of edits to selective redemption
note. Considering financial statements regarding disclosure of classes.
Confer with J Mouisopoulos (various times) regarding amendments to
selective redemption note.

Hours
1.50

2.30
1.50
1.00
0.50
0.70
2.40
0.60
0.40

0.20
5.40

1.10
2.50

0.70

3.80
7.10

0.40
0.40

0.80

0.30

2.10
4.50
0.50
2.10
3.80

2.10
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Jack Kelly — Lawyer

Date
22-Nov-2012

22-Nov-2012

22-Nov-2012
22-Nov-2012

22-Nov-2012

23-Nov-2012
23-Nov-2012

23-Nov-2012
23-Nov-2012
23-Nov-2012
23-Nov-2012
26-Nov-2012
26-Nov-2012
26-Nov-2012

26-Nov-2012
26-Nov-2012

26-Nov-2012
26-Nov-2012
26-Nov-2012
27-Nov-2012
27-Nov-2012
27-Nov-2012
27-Nov-2012
28-Nov-2012

29-Nov-2012
29-Nov-2012

29-Nov-2012
29-Nov-2012
29-Nov-2012

29-Nov-2012

Description

Draiting and considering amendments to selective redemption note.
Considering s912C notice. Considering FMIF, CPAIF, WFMIF and

F constitutions. ering FMIF PDS disc

r with Z El Hass J Moutsopoulos rega eating
unitholders equally and fairly
Preparing edits discussed with J Moutsopoulos on 21 November 2012
Confer with J Moutsopoulos to consider amendments following confer
with Z El Hassan
Confer with P Schmidt, J Moutsopoulos and M Asimus regarding
outstanding legal issues and way forward

Con m t
Con er dments.
Rev d

Considering BT/Asgard and OnePath redemption queries. Confer with
M Asimus of the same.
Drafting email to LM attaching analysis. Amending draft.
Considering legal analysis of redemption issue
Confer with Z El Hassan and J Moutsopoulos regarding selective
redemption note
Confer with M Asimus regarding outstanding legal issues
Telephone C Hodge of LM regarding constitutions
Confer with J Moutsopoulos regarding constitutional amendments.
Processing edits.
Considering unitlateral amendments
Considering selective redemption issue and amendments following
confer with Z El Hassan and J Moutsopoulos
Considering first unilateral amendment, case law regarding unilateral
amendments and previous responses provided by LM
Preparing edits to selective redemption note regarding Feeder Fund
payments post suspension of redemptions
Drafting LM's response to ASIC's concerns regarding unilateral
amendments
rin ailr
rd ng"
Considering LM's responses. Dralfting email to LM regarding first two
unilateral amendments and original responses to ASIC
Reviewing unilateral amendments and considering LM's responses
regarding management fees and other issues
Preparing draft note on unilateral amendments
Considering unilateral amendments and case law. Telephones with C
Hodge of LM regarding additional documents. Confer with J
Moutsopoulos of the same.
Considering unilateral amendments. Confer with M Asimus of the same
Drafting revised note on unilateral amendments. Considering research
and case law. Considering PDS disclosures. Reviewing s912C notice
responses.
Considering with J Moutsopoulos regarding unilateral amendments
Considering responses from LM and additional documents provided by
C Hodge
Confer with Z El Hassan, M Asimus and J Moutsopoulos regarding
ASIC's backward looking concerns
Reviewing and considering other backward looking issues

g Trilogy's request for documents and

Hours
3.50

0.70

2.60
0.80

0.80

0.50
6.40

1.20
0.20
0.90
1.00
0.40
0.10
1.10

2.50
2.20

2.10
0.70
2.20
0.20
1.00
2.00
6.00
2.50

5.80
3.00

1.50
0.60
0.30

1.30
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Date Description Hours
28-Nov-2012 Drafting riders re liquidity policy 0.40
Disbursements

Search fees
Prime Legal - ASIC Historic Company Extract: LM $25.20
INVESTMENT MANAGEMENT LIMITED

Travel expenses

Vendor: Kelly, Jack; Invoice#: C743FAG3EBEB3420EB38; $85.77
Date: 21/11/2012 Taxi Working late (9.58pm) (13/11/2012)
Vendor: Asimus, Michelle; Invoicedt: $64.91

CC8E62988FB1E437B9A8; Date: 20/11/2012 Working
late(9.27pmj} (13/11/2012)

Vendor: Kelly, Jack; Invoice#: C19F58EF2B8884D03826; Date: $83.36
26/11/2012 Working Late (8.41pm) (22/11/2012)
Vendor: Kelly, Jack; Invoice#: CO9354A99F5EAD47B9A7B; $26.24
Date: 26/11/2012 Taxi (Working Late 8.2pm) (21/11/2012)
Total AU $285.48
Other Charges
Document reproduction $320.10
Total AU $320.10
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TAX INVOICE

1190423
21 December 2012
574369/2787923/PAS/105

Invoice Number
Date/Tax Point
Our ref

LM Investment Management Ltd
PO Box 485
SURFERS PARADISE QLD 4217

For the attention of: Francene Mulder

ASIC Investigation

CHARGES FOR PROFESSIONAL SERVICES RENDERED to 20
December 2012.

DISBURSEMENTS

Search fees
Travel expenses

OTHER CHARGES
Document reproduction
Net

GST

TOTAL AMOUNT NOW DUE AND PAYABLE

Invoi epa enetw ndered.

Melb viC 1 or by transfer

Limited, 324 Queen Street, Brisbane, BSB Numbe
ANZBAU3M. Please advise us of your EFT payment by email to

This
Where

Your attention is 1o the notlce an Ihe rovorse,

A
NORTO ROSE

Norton Rose Australia
ABN 32 720 B68 049
Level 21

ONE ONE ONE

111 Eagle Strest
BRISBANE QLD 4000
AUSTRALIA

Tel +61 (0)7 3414 2888

Fax +61 (0)7 3414 2999

GPO Box 407, Brishane QId 4001
DX114 Brisbane

Charges
AU S

111,287.00

25.20
160.33

483.75
111,956.28

11,195.63

AU $123,151.91

include fees and disbursements of the constituent parts of Norton Rose Group.
exchange rates have been applied to this bill according to the date of each transaction.

GST Rate
%

10.00

10.00
10.00

10.00
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill.

The following avenues are open to a client in the event of a dispute in relation to legal costs comprised in
this bill:
(i)  costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession Act 2007 (QLD)
(“the Act”).
(An application for assessment must be made within 12 months after the bill was given,)
(i)  the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer period.

1190423

267



Zein El Hassan ~ Partner

Date
30-Nov-2012

02-Dec-2012
02-Dec-2012
03-Dec-2012

04-Dec-2012
11-Dec-2012
18-Dec-2012

Description

Advising regarding management of redemption requests and ASIC
questions

Advising regarding valuation of scheme assets

Amendments to scheme consultation

Reviewing Schedules and considering issues in relation to redemptions,
independent valuations, related party transactions and constitutional
amendments

Considering issues in relation to constitutional amendments
Considering issues regarding redemption requests

Considering specific redemption requests

John Moutsopoulos — Partner

Date
29-Nov-2012

30-Nov-2012

03-Dec-2012

04-Dec-2012

06-Dec-2012

10-Dec-2012
11-Dec-2012

12-Dec-2012
13-Dec-2012

14-Dec-2012
17-Dec-2012

18-Dec-2012

18-Dec-2012

Description

g ASIC an
Review | and

Confer P Schmidt regarding Hickey brief; conference call with Hickey
Lawyers

Confer J Kelly regarding RG45

Call from L Demary of ASIC; confer J Kelly regarding RG45; review
various emails

J 5
J n Fund and currency fund; Confer
u cation

Confer J Kelly regarding RG45 and continuous disclosure; confer Z El
Hassan
Confer J Kelly; review emails

Peter A Schmidt — Partner

Date

30-Nov-2012
03-Dec-2012

03-Dec-2012

Description

Hours

4.30
2,50

1.00
6.60

0.80
0.30
0.20

Hours
6.30

6.80

6.00

7.30

1.70

1.80
1.00

0.40
2,20

2.80
3.10

2,70

2,10

Hours

1.50
2.20

0.80
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Peter A Schmidt - Partner

Date
04-Dec-2012

04-Dec-2012
04-Dec-2012

05-Dec-2012

Description

Reviewing and making further changes to response, drafting email to LM
and others

ding John reviewing various issues and idea of meeting with
next k
ing ca and Fran re changes,
am ng
ing e s and response to

Michelle Asimus — Senior Associate

Date
30-Nov-2012

30-Nov-2012
30-Nov-2012
30-Nov-2012
30-Nov-2012

30-Nov-2012

30-Nov-2012

30-Nov-2012

30-Nov-2012
02-Dec-2012

03-Dec-2012

03-Dec-2012

03-Dec-2012
03-Dec-2012
03-Dec-2012
04-Dec-2012

04-Dec-2012

04-Dec-2012

Description

Drafting amendments to Schedule 5: response on ASIC's additional
agenda items and drafting email to F Mulder on queries relating to
response
Dratfting email to F Mulder on investor communication addressing go
forward strategy
Conferring with J Moutsopoulos on investor communication on the go
forward strategy
Dratting additional amendments to go forward investor communication
and coveting email to F Mulder
Telephone with F Mulder to discuss Schedule 5: other agenda items and
investor communication
Reviewing LM's comments on Schedule 5, Deutsche facility and drafting
amendments to Schedule 5: additional ASIC agenda items based on
LM's comments on document of 30 November 2012
Reviewing LM's comments on forward looking investor communication
and preparing additional amendments
Drafting amendments to backward looking response and reviewing
Schedule 1, 2 and 3 and preparing amendmenits, collating attachments
to response
Drafting amendments to Schedule 4: unilateral amendments to Main
Fund Constitution
Reviewing related party transactions Schedule 2 and preparing

. S ules 3 4

n d ng res e, reviewing and
drafting amendments to Schedule 2 and 4, preparing additional
n dule 5 rating LM's ¢ ents

e financ ments for rel party transaction
re and drafting related party transaction disclosure section of
e2

Reviewing email from F Mulder on investor communication on forward
looki a par mendments to invest muni n
Final o Sc le 1, Schedule 3 and ule 5
emailing response and schedules to ASIC

Confer with J Moutsopoulos, Z El Hassan, P Schmidt, M Levine and J
Ke discuss outstand al issues ard ing e
Co ing with J Moutso andP 8 Sch le2

party transaction response

Reviewing Schedule 2 and drafting amendments to Schedule 2 (related
party tions) iewin 's final comments on paragraph 6.16
and a gSch e2b on LM's edits

Finalising Schedule 2 and attachments and sending Schedule 2 and
Schedule 4 to ASIC

Hours
2.50

0.50
3.50

0.80

Hours
0.40

0.10
0.40
0.60
0.20

0.90

0.50

4.30

0.70
2.30

4.10

2.90

0.50

0.80

0.50

7.40

0.70
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Michelle Asimus — Senior Associate

Date

06-Dec-2012
06-Dec-2012
06-Dec-2012
06-Dec-2012
07-Dec-2012
10-Dec-2012
11-Dec-2012
13-Dec-2012
13-Dec-2012
13-Dec-2012
13-Dec-2012
14-Dec-2012
17-Dec-2012
17-Dec-2012
17-Dec-2012
18-Dec-2012
18-Dec-2012

20-Dec-2012
20-Dec-2012

20-Dec-2012

Description

Confer with J Moutsopoulos on investor communication on forward
looking strategy
ittee

orward
looking strategy and sending to F Mulder
Drafting ASIC s253E relief application
Drafting ASIC application for s253E relief
Drafting s253E relief application for submission to ASIC
Drafting ASIC s253E relief application

Con w yb rilogy

Con w Hic f

Rev in an
onala nts to forward look  in
n and email to F Mulder in issues on the
n

th Leanna Damary of ASIC regarding submission of hard
nts for MPF response
Reviewing tional LM amendments to investor forward looking
communic
Confer with J Moutsopoulos on amendments to forward looking investor

communication

look tegy an ies
ing f looking or
Drafting nal amend to investor communication on go
forward y and list o es for F Mulder
Cc f on
lo r to question 2 and 3
alr
res
n3 ing

Michele Levine — Senior Associate

Date
30-Nov-2012
01-Dec-2012

02-Dec-2012
03-Dec-2012

06-Dec-2012
11-Dec-2012

12-Dec-2012
17-Dec-2012

18-Dec-2012
19-Dec-2012

Description
Drafting advice regarding redemptions
R g Schedule 2 Valuation Policy and Schedule 4 Unilateral
A ents
nts to
1 Red le 2 Related party
i
cific BT  empfi ests
ng spec BT, A nd OnePath Redemption

on specific redemption redemption requests for BT, Asgard and

Considering specific redemption requests
Considering specific redemption requests
Considering specific redemption requests

Hours

0.50
0.30
0.40
2.10
2.80
5.10
1.40
0.30
0.30
2.90
1.50
0.20
0.70
0.40
1.60
0.20
0.30

0.50
0.40

3.90

Hours
5.30
1.60

2.20
6.20

0.30
2.00

2.50
1.00

3.40
1.00
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Jack Kelly — Lawyer

Date

30-Nov-2012
30-Nov-2012

30-Nov-2012
30-Nov-2012
30-Nov-2012
30-Nov-2012
01-Dec-2012

02-Dec-2012
03-Dec-2012

03-Dec-2012

03-Dec-2012
04-Dec-2012

04-Dec-2012
04-Dec-2012
05-Dec-2012
05-Dec-2012
05-Dec-2012
05-Dec-2012
06-Dec-2012
07-Dec-2012
11-Dec-2012
12-Dec-2012
12-Dec-2012
12-Dec-2012

12-Dec-2012
13-Dec-2012

14-Dec-2012

16-Dec-2012

17-Dec-2012

18-Dec-2012

18-Dec-2012

Description

Considering unilateral amendments and best interests
Confer (various times) with P Schmidt and J Moutsopoulos regarding
backward looking issues
J Moutsopoulos, F Mulder and C Hodge regarding unilateral
al amendments
Drafting unilateral constitutional amendments following responses from
LM
Drafting backward looking notes
Co  ering emails and responses from LM
Co  ering emails from LM and NRA regarding backward looking
isS

n endme
n amend ts.
n eFMu andC
d
Confer with J ng redemptions paper

Considering ¢ en LM and NR
Preparing redactions and edits to compliance committee minutes and
reports

regarding beneficiaries right to

mail.
Reviewing Trilogy communication
ch able to ing documents of a trust,
ing han of ents. Confer with M
of
are itutions g WFMIF and CPAIF
On and As uests. Confer with M of
Considering RG45
ering se from D Alexander of LM regarding RG 45 and
RG 4 rements
Considering draft RG 45 disclosure documentation from LM
hd poulos regarding
RG nfer with J Mouts of the same. Confer with
ing
RG45 disclosure d c ing der's
queries regarding e. wit opoulos

Considering RG45 disclosure

P ing 0 RG45 IF wrapper. Confer with D
A der Moutso
nder
os of

ering investor communic  n| eints made and
on RG45 disclosure and  er ASIC

Hours

0.80
0.40

1.30
6.00
2.50
0.60
1.00

3.00
0.80

6.50

1.10
6.00

1.00
0.30
2.00
1.70
1.00
0.40
1.00
1.50
0.70
2.00
1.00
1.80

0.80
6.00

5.00

0.70

4.00

4.00

0.40
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Jack Kelly — Lawyer

Date Description

18-Dec-2012 Preparing edits / comments for RG 45 Disclosure. Confer with J

Moutsopoulos and M Asimus of the same

19-Dec-2012 er
19-Dec-2012 estor communication
20-Dec-2012

My Linh Pham — Graduate

Date Description
30-Nov-2012 Research cases re sections 601FC(1)(c) and (d)

Disbursements

Search fees
Prime Legal - ASIC Historic Company Extract: AUSTRALIAN
INTERNATIONAL INVESTMENT SERVICES PTY L
Travel expenses
Vendor: Asimus, Michelle; Invoicei#;
48F5BA3; Date: 11/12/2012 Taxi working late

012)
or: Kelly, Jack; Invoic D1A4 8B;
11/12/2012 Taxi wor (30/1 2)
Total
Other Charges

Document reproduction

Total

Hours

1.50

0.20
1.20

1.00

Hours

$25.20

$64.68

$95.65

$483.75

AU $483.75

2.50
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C PY "o onros

Norton Rose Australia
ABN 32 720 868 049
Level 21

TAX INVOICE ONE ONE ONE
111 Eagle Street
BRISBANE QLD 4000

AUSTRALIA
Invoice Number 1198471 Tel +61 (0)7 3414 2888
Date/Tax Point 28 February 2013 Fax +61 (0)7 3414 2939
Our ref 574369/2787923/PAS/105 GPO Box 407, Brisbane Qld 4001

DX114 Brishane

LM investment Management Ltd
PO Box 485
SURFERS PARADISE QI.D 4217

For the attention of: Francene Mulder

Charges GST Rate
AU S %
ASIC Investigation
CHARGES FOR PROFESSIONAL SERVICES RENDERED to 18
February 2013. 11,895.00 10.00
DISBURSEMENTS
Search fees 24.70 10.00
OTHER CHARGES
Document reproduction 34.65 10.00
Net 11,954.35
GST 1,195.44
TOTAL AMOUNT NOW DUE AND PAYABLE AU $13,149.79
Invoices are payable n rende Payments may be by cheque to Box 40 ane
QLD 4001 or by credit tothe  ount of Norton Ros ralia, ANZ Ba Group 324

Queen Street, Brisbane, BSB Number 014-002, Account Number 8349-91 656, Swift Code ANZBAUS3M,
Please advise us of your EFT payment by email to

This invoice may include fees and disbursements of the constituent parts of Norton Rose Group.
Where applicable, exchange rates have been applied to this bill according to the date of each transaction

Your attanilon fs drawn
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill,

The following avenues are open to a client in the event of a dispute in relation to legal costs comprised in
this bill:
()  costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession Act 2007 (QLD)
("the Act").
(An application for assessment must be made within 12 months atter the bill was given.)
{iy the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer peried.

1198471
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Zein El Hassan - Partner

Date
06-Feb-2013

Description
Considering redemption payments

John Moutsopoulos — Partner

Date

31-Jan-2013
01-Feb-2013

12-Feb-2013
14-Feb-2013
15-Feb-2013

Description
Confer J Kelly regarding further ueries regarding ip relief
Confer J Kelly regarding hardshi ef; conference ¢ LM

SiConT allegations
draft AS ponse
Call to L Demary, ASIC; confer J Kelly
Confer J Kelly regarding administration fee: confer F Mulder

Peter A Schmidt - Partner

Date
01-Feb-2013

07-Feb-2013
14-Feb-2013

Description
Preparing with sues attending teleconference with
LM re ASIC/Tri tiee nse

Reviewing draft letter to ASIC, setiling with Jack
Telephone with Hickeys re Four Corners Programme investigation

Jack Kelly - Lawyer

Date
31-Jan-2013

31-Jan-2013

31-Jan-2013

01-Feb-2013

01-Feb-2013

01-Feb-2013

04-Feb-2013
05-Feb-2013

05-Feb-2013

05-Feb-2013

Description
toF ueries re ing Trilogy. Considering
toC e Comm
urther s d by LM,
Comp C ittee and

ering previous responses to ASIG regarding concerns raised by

ra Com
es i regu
t.
Confer with P idt and J Moutsopoulos regarding Compliance
Committee qu
and others of LM and J Mou ulos
g Compliance Committee qu and
Preparing letter to ASIC in of Trilo | to the Compliance

Committee. Confer with J ulos of .
erence with F Mulder, Dan and Eryn of LM regarding
ons

an and

jons Ac
uid dec

R ng Co
di ions p

applicable regulations regarding capital

Hours
0.30

Hours

1.20
1.00

0.90

0.40
1.20

Hours
1.20

0.50
0.30

Hours
1.00

1.20

1.50

2.80

0.20

1.00

3.10
0.10

0.60

0.50
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Jack Kelly - Lawyer

Date
05-Feb-2013

05-Feb-2013
06-Feb-2013
07-Feb-2013
07-Feb-2013
07-Feb-2013

08-Feb-2013
11-Feb-2013

12-Feb-2013
12-Feb-2013
12-Feb-2013
12-Feb-2013
13-Feb-2013
13-Feb-2013
14-Feb-2013
14-Feb-2013

14-Feb-2013
14-Feb-2013

15-Feb-2013

18-Feb-2013

Disbursements

Search fees

Description
G r J Mou ulos and Z El Hassan regarding capital
d wu andp al remediation issues
R ng Constitution regarding capital distributions. Confer with
J op of the same
Re and nding LM regarding liance
Co que s. Confe los of the
ari its to LM lstter to ASIC regarding Compliance Committee
Tr
Con poulos regarding management/administration fee
issu

Telephone with P Schmidt regarding Compliance Committee letter
C F

C le
C ilo Confer
w F

Preparing edits to Compliance Committee letter to ASIC
Reviewing Compliance Committee letter to ASIC. Confer with J
Moutsopoulos and F Mulder of the same.

nec ence with Z El n, J Mouts los, F Mulder, D
and kner of LM reg capital dis ions and letter to
Confer with J Moutsopoulos and Z El Ha followin conference
Preparing edits to Compliance Committe er. Con thd
. Ema oFM r for LM's instructions
s rega letter SIC. Settling letter,
yo €g ng
ng ee and

Preparing edits and additional information 1o LMA advisor fee advice
Telephone F Mul D an and others of LM and J Moutsopoulos
regarding LM/LM m  ration payments
er with J Mout and P Schmidt regarding NZ advice fee.
aring email to rs.
Searching Word copies of documents to send to F Mulder

Prime Legal - ASIC Doc Image Small: 028183433

Total

Other Charges

Document reproduction

Total

Hours

$24.70

AU $24.70

$34.65

AU $34.65

0.20
0.30
0.70
0.50
0.20
0.10

0.20
4.50

0.60
0.20
1.60
0.30
0.20
0.50

2.60
0.40

0.20

0.30
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A
NORTO ROSE

Norton Rose Australia
ABN 32 720 868 049
Level 21

TAX INVOICE ONE ONE ONE
111 Eagle Street
8RISBANE QLD 4000

AUSTRALIA
Invoice Number 1187325 Tel +61 (0)7 3414 2888
Date/Tax Point 30 November 2012 Fax +61 (0)7 3414 2999
Our ref 574369/2789191/PAS/105 GPO Box 407, Brisbane Qld 4001

DX114 Brishbane

LM Investment Management Ltd
PO Box 485
SURFERS PARADISE QLD 4217

For the attention of: Francene Mulder

Charges GST Rate
AU $ %
Trilogy Funds Management Limited - Change of Responsible Entity
CHARGES FOR PROFESSIONAL SERVICES RENDERED to 29 37,435.00 10.00
November 2012,
DISBURSEMENTS
Courier fees 6.05 10.00
Search fees 27.00 10.00
Travel expenses 1,294.61 10.00
OTHER CHARGES
Document reproduction 56.85 10.00
Net 38,819.51
GST 3,881.95
TOTAL AMOUNT NOW DUE AND PAYABLE AU $42,701.46
Invoices are pa e net wh e .
Melbourne VIG forbyc n r

Limited, 324 Queen Street, Brisbane, BSB Number
ANZBAUSM. Please advise us of your EFT payment by email to

This invoice may include fees and disbursernents of the constituent parts of Norton Rose Group.
Where icable, ge rates have been applied to this bill according to the date of each transaction

Your altanlion te the nolico
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill.

The following avenues are open to a client in the event of a dispute in relation to legal costs comprised in
this bill:
(i)  costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession Act 2007 (QLD)
('the Act").
{An application for assessment must be made within 12 months after the bill was given,)
(i)  the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer period.

1187325
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Zein El Hassan - Partner

Date

01-Nov-2012
02-Nov-2012
02-Nov-2012

Description Hours
Advising regarding change of RE and proposed letter to BT 0.50
Advising regarding change of RE 0.30
Considering issues regarding BT voting and rebates 0.20

John Moutsopoulos — Partner

Date
31-Oct-2012

01-Nov-2012

08-Nov-2012

16-Nov-2012
20-Nov-2012
21-Nov-2012

22-Nov-2012
28-Nov-2012

Description Hours
er J Kelly regarding orate sent iss 5.10
responses to ASIC dcon thP idt, i t

Confer me ith Castle Partners and LM; Confer
nUtz, c Pa
for unitholders meeting; attend meeting; post meeting 2.50
Confer M Asimus regarding ASIC response and winding up mechanism; 2,30
imus ding pub unitp n
rding ing over s, rev t
M egarding Termination Deed; Review Deed; Confer P 0.80
tr ASIC letter
M Asimus; confer C Hodge regarding handover; confer P 1.20
t

Confer LM regarding hand over of documents 0.60

Confer G Hodge regarding handover; Confer P Schmidt. 0.70

Confer C Hodge regarding handovers 0.30

Peter A Schmidt — Partner

Date
08-Nov-2012

08-Nov-2012
08-Nov-2012

09-Nov-2012
12-Nov-2012
21-Nov-2012
26-Nov-2012
29-Nov-2012

29-Nov-2012

Description Hours
Revi emails and settling response to Tony, discussing Tax issues 0.50
with lle.
Settling email to LM re unit prices 0.40
Reviewing email from Tony, responding and drafting email to John re 0.30
issue of changes to Con
Reviewing advice re handover and sending to LM 0.50
from Tony 0.10
lience Com nd reports re provision to 0.80
Trilogy
re various issues in respect to handover and emails from Trilogy 0.80
docum ) deringr o d.
ne call Fisher, e itution and Corps law, 1.50
arching cases on S601FS, draftin lien ity
ing advice re lien etc with John, fi sen 0.40

Andrew Logan — Special Counsel

Date

01-Nov-2012
09-Nov-2012

Description Hours
Reviewing correspondence 0.30
Conferring with J Moutsopoulos regarding proxy voting 0.20
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Michelle Asimus — Senior Associate

Date

31-Oct-2012
31-Oct-2012

31-Oct-2012

31-Oct-2012

01-Nov-2012

01-Nov-2012

01-Nov-2012

01-Nov-2012

01-Nov-2012

02-Nov-2012

02-Nov-2012

02-Nov-2012

05-Nov-2012

05-Nov-2012

06-Nov-2012
07-Nov-2012
07-Nov-2012
08-Nov-2012
08-Nov-2012

08-Nov-2012

Description Hours
M ng with LM meeting 0.40
M ng with to discuss Trilogy mesting and 1.20
st gyofF
M with J Moutsopoulos to discuss legal next steps for WFMIF 0.50
fo change of RE
0.40
0.90
2.80
mail to Clayton Utz on WFMIF voting report and discuss with J 0.30
ulos
0.70
2.20
1.90
]
0.30
1.60
3.80
0.30
dering F er's query on publishing an estimated unit value and 1.20
ring resp to F Mulder
0.60
ve 0.30
con s with lishing an est unit value
Dra amen to email to F ding to estimated unit vafue 0.40
query
ng 1s to note on consequences for LM on change of RE 0.60
hol
Mee hd u ad garding d unit value 0.60
and qui h er and rec rilogy
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Michelle Asimus — Senior Associate

Date
09-Nov-2012

09-Nov-2012
09-Nov-2012
09-Nov-2012
13-Nov-2012
15-Nov-2012

15-Nov-2012

16-Nov-2012

19-Nov-2012
20-Nov-2012
20-Nov-2012
20-Nov-2012
20-Nov-2012
22-Nov-2012
22-Nov-2012

23-Nov-2012

23-Nov-2012

Description

Telephone with J Moutsopoulos and D Ireland of Kensington Swan to
discuss lodgement of supplemental deeds, whether LM should opt-in to
2008 mutual recognition regulations if further changes to the constitution
are made and r ments to { f statements.

Drafting amend 0 note on e s for LM following change
of RE for Wholesale Fund

Meeting with J Moutsopoulos and J Kelly to discuss legal issues for
ASIC response and call with P Schmidt, J Moutsopoulos and J Kelly to
discuss Norton Rose response to ASIC

Considering legal issues for NR response to ASIC for redemptions
Reviewing Carolyn Hodge's additional queries on the handover of

documents and a e for P idt

Drafting Deed o er of the e Level Agreement in
respect of Wholesale Fund

Rev a to non app ility of Mutual
Rec n Y ns Exem Notice for

amendments to the constitutions
Drafting amendments to Deed of Partial Termination for Service

, Tevie Service A ment for provisions relating to
onseq esofterm  ion on termination of Service
Agreement
Dra over ailto D rtial Termination
and toD Partial on

Drafting amendments to Notice of Termination for Service Agreement
Discussion with J Mouisopoulas on termination of Service Agreement

D ion wit opou Z securities law |

D email New law securities a ed and
options if LM proposes to amend the constitutions going forward
Reviewing Compliance Reports and Minutes prov by lyn Hodge

and marking up suggested redactio 1s from the mi sa ports
Discussion with J Moutsopoulos on compliance minutes and reports and
redaction of information from these documents
nep nd B rd redemption query, reviewing
for Fan IF and disclosures in relevant PDS on
vestment if no withdrawal request was received. Discussion with J
y on query
Considering requirement to pay outstanding fees before Service
Agreement terminates, email to F Mulder regarding Service Agreement
and call with Trevor

Georgia Hinds — Lawyer

Date
02-Nov-2012

Jack Kelly — Lawyer

Date

01-Nov-2012
01-Nov-2012
01-Nov-2012

Description
H e Supple al and ASIC
o g copies d nts, telephone
Description
Considering NZ advice
tereg ng ns of LM post WFMI
sthro  out Confer with J Mout f

Hours
0.70

0.30
2,00
1.10
0.50
1.20

0.50

0.40

0.40
0.40
0.40
0.50
0.80
2.30
0.30

1.60

0.40

Hours
0.30

Hours

1.20
1.90
0.40
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Jack Kelly — Lawyer

Date
01-Nov-2012

02-Nov-2012

02-Nov-2012
05-Nov-2012

05-Nov-2012
05-Nov-2012

Description

Conler with J Moutsopoulos and M Asimus regarding outcome of
meeting and legal issues going forward

Telephone NZ lawyers regarding NZ advice. Confer with M Asimus and
J Moutsopoulos of the same. Review WFMIF and CPAIF Constitutions.
Researching trustees duties and obligations regarding changeover
Preparing note on LM's obligations/liabilities following removal as
responsible entity. Confer with M Asimus of the same.

Preparing deed of termination

Considering NZ advice

Hours

06-Nov-2012
07-Nov-2012

Considering NZ mutual recognition query

Swan.
09-Nov-2012
regarding NZ issues
20-Nov-2012
of documents to Trilogy Funds Management Limited

Disbursements

Courier fees
Search fees
Prime Legal - ASIC Company Extract: LM WHOLESALE FIRST
MORTGAGE INCOME FUND
Prime Legal - ASIC Company Extract: LM WHOLESALE FIRST
MORTGAGE INCOME FUND
Travel expenses
Amex; Invoice#: C78EEEC21628449F3921; Date: 19/11/2012
Service Fee - Airfare
Amex; Invoice#t: C78EE6C21628449F3921; Date: 19/11/2012
Hotel - Sydney
Amex; Invoice#: C78EE6C21628449F3921: Date: 19/11/2012
Travel Bris/Syd/Bris - Attending meeting
Amex; Invoiceff: C78EEBC21628449F3921; Date: 19/11/2012
Booking Fee
Amex; Invoice#: C78EE6C21628449F3921; Date: 19/11/2012
To Airport - receipt lost (31/10/2012)
Amex; Invoice#: C7BEEBC21628449F3921; Date: 19/11/2012
Travel to irport - ost (0211 12)
(E) Amex : C78E 28449F3 Date:
19/11/2012 Qantas Valet Parking (Brisbane Airport) - lost
(02/11/2012)
Vendor: Asimus, Michelle; Invoice#:
6 1 9A8; Date: 20/11/2012 Working
1 5 12)
rge Inv# 006  42-11 Date: 12/11/2012 - Working late
17/10/1221 48
rge Inv# 006 42-11 Date: 12/11/2012 - Working late
23/10/1221 00
harge Inv# 006  42-11 Date: 12/11/2012 - Working late
6) 25/10/1222 59

Total
Other Charges

Document reproduction

Considering NZ advice and email correspondence with Kensington

Telephone NZ correspondent lawyer with J Moutsopoulos and M Asimus

Telephone with J Moutsopoulos and C Hodge of LM regarding handover

$6.05
$13.50

$13.50

$6.00
$292.51
$470.82
$10.00
$45.61
$57.92

$107.20

$71.64

$71.45
$80.55

$80.91

AU $1,327.66

$56.85

0.70
2.50

2.00
1.60

0.30
0.20
0.30
1.10
0.70

0.60
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Total AU $56.85
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A
NORTO ROSE

Norton Rose Australia

ABN 32 720 868 049
Level 21
TAX INVOICE ONE ONE ONE
111 Eagle Street
BRISBANE QLD 4000
AUSTRALIA
Invoice Number 1190420 Tel +61 (0)7 3414 2888
Date/Tax Point 21 December 2012 Fax +61 (0)7 3414 2999
Our ref 574369/2789191/PAS/105 GPO Box 407, Brisbane Qid 4001
DX114 Brisbane
LM Investment Management Ltd
PO Box 485
SURFERS PARADISE QLD 4217
For the attention of: Francene Muider
Charges GST Rate
AU S %
Trilogy Funds Management Limited - Change of Responsible Entity
CHARGES FOR PROFESSIONAL SERVICES RENDERED to 19
December 2012. 13,453.50 10.00
DISBURSEMENTS
Professional fees 4,085.89 10.00
OTHER CHARGES
Document reproduction 84.00 10.00
Net 17,623.39
GST 1,762.34
TOTAL AMOUNT NOW DUE AND PAYABLE AU $19,385.73
Inv epa enetw red.
Me VIC 1 or by sfer
Limited, 324 Queen Street, Brisbane, BSB Number
ANZBAU3M. Please advise us of your EFT payment by emalil to
This invoice may include fees and disbursements of the constituent parts of Rose Group.
Where i le, exchange rates have been applied to this bill according to the date of each transaction

Your altantion | otica on the ravarso.
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We may charge interest at the rate equal to the Cash Target Rate specified from time to time by the Reserve
Bank of Australia, increased by 2 percentage points, on legal costs unpaid 30 days or more after giving you
this bill.

The following avenues are open to a client in the event of a dispute in relation to legal costs comprised in

this bill:
()  costs assessment under Division 7 of Part 3.4 of Chapter 3 of the Legal Profession Act 2007 (QLD)

(“the Act”).
(An application for assessment must be made within 12 months after the bill was given.)
(i) the setting aside of a costs agreement under section 328 of the Act.

The file in this matter may be destroyed seven years from the date of our final account unless you write to us
requesting retention for a longer period.

1190420
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John Moutsopoulos — Partner

Date
07-Dec-2012

10-Dec-2012

Description

sre ng trustee oblig  n to hand over documents to
ary; er GHodgereg  ng hand over of documents

Confer F Mulder regarding handover

Peter A Schmidt — Partner

Date

07-Dec-2012
07-Dec-2012
10-Dec-2012
11-Dec-2012

183-Dec-2012

Description

Reviewing email from Francene and drafting response’

Michelle Asimus — Senior Associate

Date

06-Dec-2012
06-Dec-2012
06-Dec-2012

06-Dec-2012
07-Dec-2012

18-Dec-2012

18-Dec-2012

Description

with J Moutsopoulos to discuss Hickey lawyer draft letter to ASIC
ng Trilogy conduct

D ents to Hickey lawyers draft letter to ASIC regarding

T

Jack Kelly — Lawyer

Date

07-Dec-2012
10-Dec-2012
11-Dec-2012
19-Dec-2012

Description
Preparing tra tion bible re to LM First Mortgage Income Fund
Preparing Tri transaction

Preparing Trilogy transaction bundle
ring edits to Hickey Brief. ewing document, Confer with J
opouios of the same. Sen to ASIC.

Hours
1.30

0.60

Hours

2,20
0.60
1.80
1.50

0.50

Hours
0.40

0.30
1.40

0.90
2.40

0.80

1.20

Hours

5.00
410
3.50
2.00
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Disbursements

Professional fees
VENDOR: Kensington Swan; INVOICE#: 339635; DATE: $4,085.89
29/11/2012 - Professional creditors

Total AU $4,085.89
Other Charges

Document reproduction $84.00
Total AU $84.00
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16 October 2012
Norton Rose Australia
ABN 32 720 868 049
Level 21, ONE ONE ONE
111 Eagle Street
Francene Mulder BRISBANE QLD 4000
Director AUSTRALIA
LM Investment Management Lid
PO Box 485 Tel +617 3414 2888
SURFERS PARADISE QLD 4217 Fax +61 7 3414 2699

GPO Box 407, Brisbane Qld 4001
DX 114 Brisbane
www.nortonrose.com

Direct line
+61 7 3414 2930

Our reference
2789191 Email

peter.schmidt@ nortonrose.com

Dear Francene

Letter of engagement
Trilogy Funds Management Limited - (Trilogy) Change of Respaonsible Entity

32720 (and,
ph 1 of ndix,
toutin

which mig t all appear to be immediately

r relevant

Inth er means LM Investrnent Management Ltd ACN 077 208 461 in its own right and as the
resp le y for the:

(1) LM First Mortgage Income Fund ARSN 089 343 288;
(2) LM Wholesale First Mortgage Income Fund ARSN 098 857 511; and

(8) LM Currency Protected Australian Income Fund ARSN 110 247 875;

(Funds).
2 Applicable law
2.1 Qu and in parti {bu ation) the
will he costs ag ent and us and all
3 Scope of engagement

3.1 As discussed at the Board Meeting on 11 October 2012, we confirm our instructions to act for you as
follows:

(1) Advise you in respect to the attempt by Trilogy to replace you as responsible entity of the
Funds;

@ Work with Castle Partners in this respect.

APAC-#16330686-v1

No 8 Aus

No 8 Aus nd their &
affi nstitol

arealn .com
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16 October 2012 NORTON ROSE
3.2 ill al
in on
it
r.

3.3 at ralian law
ec cuments or
of

34

4 Our team

4.1

fw the responsible partner for this matter and the names of our key team members are set out
bel

Peter Schmidt Partner
John Moutsopoulos Partner
4.2 er partners, , al couns 0 ciates,
clerks and f red, ina r avoids, so far as
4.3 o cha members of our team, but, if thi ible, we w m you
ch and asons for it. We wili use legal st ropriate e
seniority for the work concerned,
4.4 will have access to ot if required. They will be charged at rates equivalent to those
w, depending on their
5 How our fees are calculated
5.1 this a ent, we will charge tothen of hours ks on the
(with s of less than 1 ho proport yon the units).
The hourly charge-out rates of the persons initially to be involved in the matter are:
Name H iyrate
Peter Schmidt A3635.00
John los A$695.00
Michelle Asimus A$580.00
Jack A$250.00
Georgia Hinds A$250.00
APAC-#16330686-v1 o
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5.2 rtner may, ho r, be assi ers ur es are
. it so, those le will be the ly Our current
standard hourly rates exclusive of GST are;
Partner A8550 — A$S50
Special Counsei / Consultant A3500 - A$765
Senior Associate A$410- A$715
Associate A$295 — A$525
Graduate / Lawyer A$220 - A$315
Paralegal A$180 — A$360
5.3 e rat g ally be d up for GST in Australia, except where we make a GST-free
ly of se s. Our | therefore be calculated to include the relevant amount of GST.
54 er
ent
6 Fee estimate
6.1 In this matteritis n on le be
payable. The rang re is 0.00
plus GST. The major variables which will affe
(1) that any one or more of the assumptions set out below are not met;
(2) the steps taken by Trilogy and what is required in response;
(3) whether it is necessary to commence or defend Court proceedings.
6.2 You may, by giving us reasonable advance n
and s ch for whic
te, ho ,th reserve
in which r autho
result in and se
to best dsoitis rtant th
su nt. A ay be oc ns whe
Ifi u Anyu limit set by you
al u aken. GST will be chargeable at the applicable rate in addition to any such
7 Monies on Account of Fees
7.1 o]
h
r
324 Queen Street, Brisbane), branch number
ag u ise us to sum, or any part of it, and any additions fo that sum which
yo n for that
8 Assumptions
8.1 In setting the fee structure outlined above, we have assumed that:

(1) we will receive clear and timely instructions from you; and

(2) there will be no material change to the scope of services.

APAC-#16330686-v1 3
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A
NORTON ROSE

9 Disbursements and service charges
9.1
tandard
!
N oc  ngan praduction charges, search fees, couriers, STD, ISD and
ile ne ca g fees,
9.2 cech sm be affe any va or
Obv y, if dtoen ounsel
ly.
8.3 The basis for charging disbursements and service charges is set out in the attached schedule of
disbursements and service charges.
9.4 I we change the way we calculate disbursements and service chargss during the course of this
we will noti u of the e and the costs agreement will bs taken to have been amended
ingly if you nue to i us in this ma' er.
9.5
y i on fees, p edth fees,
n i our of the erpa
10 Billing and reporting
10.1  Bills will provide a breakdown of time spent by each lawyer, together with costs and disbursements
incurred,
10.2  Ourbills will, at least initially, be sent weekly as discussed.
10.3  Our bills are payable when rendered. We reserve the right to charge interest on amounts overdue
by ays or at the to the Cash Target Rate stated as such by the Reserve Bank of
Au aincre by2p points.
11 Responsibility for advice and services
1.1
responsibility for such advice or services. Soma ¢
art
In the subject of this letter, you are
AB y.
11.2 le be ided by Norton Rose Australia ABN 32 720 868 049
i of Ro I ose
ia (as the
stituent
or
accepts or mes respon ity or ices
provided u orpursuant  heset gement,
11.3 e as ‘p re members, partners or
r alent of, in or to Norton Rose Australia
ti
APAC-#16330686-v1 4
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16 October 2012

12 Standard Terms

12.1

13 How to accept this offer

13.1  You may accept this offer by:

A
NORTON ROSE

ne

of ese

(1) signing and returning to us the enclosed copy of this letter; or

2 continuing to instruct us (in writing or orally) to perform the work specified in this letter.

14 Your comments
14.1

ents. lfyouh  any

r queries fo any
7 legal costs, sec

me or ou Head of

We look forward to assisting you in this matter.

Yours sincerely

eter Schmidt
Pariner
Norton Rose Australia

Enct

We/l hereby agree to the above terms and conditions for this matter

Signed

Francene Mulder
Name

Matter number: 2789191
{Office use only]

APAC-#16330686-v1

....................................

Director
Title

------------------

........................
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A
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Schedule of disbursements and service charges

Telephone
Local calls
Mobile, STD and ISD ¢alls

Document production, photocopying and printing
Black and white copy
Golour

Docum duction finishing

Laminating
Dividers

Document production folders
Folders — lever arch
Folders — 2

Scan
Faxing
Local fax

STD fax
18D fax

Emails
Taxis
Couriers — interstate and international

Court

Searches, online searches

Archive retrieval and delive

overseas, non-standard

*HAtc means the cost i to No
net of vant input tax cr mable
APAC-#16330886-v1

No charge
At cost *

A$0.20 per page
A$1.00

A$4.00 per document
A$3.50 per document
A85.00 document

A$10.00 per folder
A$8.00 folder

No

A$1.00 per page

A$1.50 per page

A$2.00

No

At cost *

Atcost* fuel surcharge

A$22.00 per lodgment

ider fee plus 26% to defray cost of

At cost *

Atcost*

liaby  supplier, including any service fees but
Austr

293



Appendix — Norton Rose Australia

Standard Terms

1 Definitions
1.1 Sta Terms the following expressions
foll meanings:

(1}  claim means any such claim as is referred to in
paragraph 17 of lhis Appendix;

@

Rose Group:

(3) Contracting Parly means Norton Rose
Australia:

(4) ter ant or other
onf send you

(5)  LPA has the meaning in paragraph 2.2;

(6) Norton Rose Australia means the Australian
parinership of that name with Australian Business
Number 32 720 868 049 (generally called Norton
Hose);

(7}  Norton Rose Group means Norlon Rose

ing

i
name “Norten Rose" or to describe itself as “In
association with Norion Rose LLP™

{8) these Standard Terms means the terms in this

X, the of endix forms
anyd en be
supplemenital to such letter;

(9)  we, our and us refer to the Contracting Party;

(10}
(11) thee s fixed cost provision and
regu nt in the definitions schedule in
ra have the meanings set against
re vely.
1.2
this A of which this
forms Appendix sh
1.3 ils y consti of Norton Rose Group
be ined on

APAC-#16330686-v1

2

2.1

2.2

23

3.1

3.2

3.3

A
NORTON RQSE

Introduction
the
LOE
(1) fon Act 2004 (New South Wales)

(2} Legal Profession Act 2004 (Victoria) (VIC Aclh);

@ ¢t 2006 (Australian Capital
T

4 I Profession Act 2007 (Queensland) (QLD

or

(5) fon Act 2008 (Western Australia)
are h be
d(a of
eto a nt:

(1 Act

bly

change; or

(2) towhich the VIC Act applies, as soon as is
practicable after we become aware of that

change.
Pro onal ng costs, service
cha and s
Wec ou asls of the on
your at orin acco
ana ase to
with in ace e
with
s
u
s
preparation of every audit represenlation letter
ac it. Acc ngtat and complexity
of thefee  rdinari n A$250 and

294



A
NORTON ROSE

4.2 work ove
nts of the rare

5 Quotes and estimates

34
aff)

3.5

52 fte
3.6 le

th

53 We can provide a fixed quote on some matters such as

3.7 Disbursements are charged at their cost to us. When

54
case of ather charges for services we or our service :: ;ﬁrﬁy
=]
received by us.
es
6 Billing
a.8 ree to pay o burse the N
ements and charges b ch 6.1 You have the right;
(1) toreceive us for our costs, service
(1) thoseincurred with your prior authority; charges a ements; and
(2)  those incurred without your prior aulhority where: (2) torequest an itemised bil after raceipt from us of
a lump sum bill.
(a)  the amount of the disbursement or service . .
charge signil having regard to 6.2  Weissue ring the course of each
the nat them  or matter unl
{(b) it was not reasonably practicable for us to
seek your authority and we considered it
desirable to incur the disbursement or
service charge for the proper conduct of
{he matter.
3.9 of
neing enguiry fees.
g enquiry fees 6.4
3,10 Our bills provide you with an itemised breakdown of
disbursements and service charges and will constitute a
tax involce for GST purpases.
6.5 ills are payable in the currancy in which they are
4 Suppart staff itted, i Y ’
4.1 No charge is made for se minist ff
except in respect of audit n lette
ci oli and
si or out of

normal office hours.

APAC-#16330686-v1
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6.7

6.8

ansure wa receive prompt payment.

6.9

u {and any
s n fails to pay

6.10  Any money held by us on your hehalf in connection with

6.11 ounlof 0 ts,s
will be by the ng

(1) we will hold the money on your behalf, and will
account to you for interest in accordance with the
relevant LPA;

(2)  principal and interest will be used to reduce or
dis asemay be) lhe final invoice
vh the conclusion of the
transaction;

(3} us to of the

of an
we m
4) nd inferest which
final bil} has been paid
(5) we
RC)
jurisdiction in which you are resident; and
{6) i be res ible for ng any tax in
tof any est, wh  rihe interest is
applied towards discharge of a bill or is paid fo
you,
6.12
separalte bill in respect of them. Cosls, service charges
APAC-#16330686-v1

7.1

7.2

73

A
NORTON ROSE

biltin

Litigation costs

M

@

u
e
(o]

on an

an order for costs in your favour will not
ssarily cover the whole of your legal
nses.

assessed or taxed by reference to the applicable court

scala.
If ment on ehalf, Il
di the settl is exe
(1)
(2) te ntri
1k rec m

fn any event il not you ment
unless we re clear ons

Id seek our ad e

the tax treatm Q fo
you.

The major varlables haf can affect the calculation of
our cosls in any litigation matter are:

(1)

@
3

)

courts and tribunals);
whether the number of parties changes;

re the 1iif, whether the defendant(s)
the cf

4
the trial
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(5) whether, at what stage, a seltiement representa mbe y GST group of
canben | which that isa er;
(6)  whether, for some other reason, the case does 4 nt by
not eed as far as trial and judgment or
hea  and decision; ber
(7}  what pre-tria ps
by the other or
out, eg further lars of ings,
ry, interrogatio iation, or
tribunal baoks, wilness statements, outlines of
argument;
(8) the
of any
8.2
9)  whether any order or judgment made in the
co of e (incl before lhe trial) is
ap ed of the S;
(10) whether necessary witnesses for your case ction with your costs agreement does not include
co-operate or not;
(11} whether it becomes necessary to obtaln 8.3 )gf {\:vtﬂt}':z;toi?)::g ?:; ble
evidence, or reports or dacuments from ane or
more expert or other withesses; d
(12) tactics are adopted by the other
tthe case;
usive cons tion is to be paid or
(19) ri es ssary to a A parly’s to pay r this
5 or or Coun more than
cne barrister on your behalf at or before the trial u
ar hearing; tory
of
(14) the complexity of the law invoived in the case;
and
8.4
{15) en e H
be at
or input tax credit
yinapos accurately estimate when .
lculate ou .
8.5
7.6 a
at alot
in sull
from the ns of her and the court or
tribunal, er of we ,
8 Good d X . assesses that GST is payable, then it will be added to
00dSs and services tax
8.1 In this paragraph: y
{1} GSTmeans GST as defined in A New Tax agraement.
m (Goods and Se .
ded (GST Act) or er 9 Beview of costs
relevant legislation and regulations;
9.1

e

(1)  if the NSW Act, the QLD Act or the WA Act

3) rence to a persen
any cor payable by the

APAC-#163306B6-v1 10
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NORTON ROSE

(2} N cases 10 You engage only us, and not ather parts of Norton
than Rose Group

10.1
3
(4) costsd  te 10.2

of the [
9.2 You n apply regardless of

whe b id.

9.3 An ication in accordance with paragraph 9.1 must
be e:

M 10.3  You agree that, except to the extent that the law

" of non  such
! Ide love rcon

after our request for payment; or !
(2)

104

9.4 A 9 be
m fo
assessment is accepted in accordance with the LPA.

8.5

96 A | 9.1
m a da

9.7 You have the right if the NSW Act, the QLD Act or the

e
1 Communications and concerns
f, for the
n nds that it 11
9.8 Asnotedin p that toa
matter is the leva You
have the right;
us.
(1)
11.2
(2)  to notify us under the provisions of such
corresponding faw {(and within the time allowed
ih equire the 113
nd toapplytoa !
APAC-#16330686-v1 iq
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11.4  If you have a complaint, you should contact the 12 Confidentislity and relationship with other clients
supervising pariner named in the LOE or the Head of
Office where the parficular matter is conducted as 12.9 wi
n inthe LOE. Any ntwill b ot
d ed with you and person . ei
after t e wewil re
e th n  yand mm ere occas  when
ave tot rs and r
11.5  We will provide to you, after a reasonable request from
you:
e
(1)  a written report of the progress of each matler on of yo rs
which we are reteined by you; and S you
2
@ ! i2.2
116 m°1“":]f°' a Not  oseGroupe  are so by
not charge r ora  latory,comp  nor autho
1.7 ns of g 123 ss
quali
11 (1) as required for the proper performance of
8 Etr'\i sarvices to you;
us
lec (2)  in the conducl of aur independence, risk
management or quality reviews; and
n your
you (8)  as reasonably required for legitimate business
purposas including client relationship
communication is virus affected. management, account management, internal
financiat ion techn
11.8  Youare on for pr ng your own s support( ) ng, maint 2
and inte in ion to ronic commun suppon, etc) including outsourcing of the same.
belween you and third parties, including us.
In do not you 1
1110 The nature of email and other electronic means of pri tothat  enti
communication means that we cannot guarantee
e urity ar ot
f
11.11  The content of each Norton Rose Group email {(which . )
includes any attachments) Is confidential and may be 12.4 advisedbyyouinw  tothe 1y, we are
subject ta legal professional privilege. toassume thatyou  entto closure of
151 ma n
11.12 i a Norlon Rose Group email is sent to you ake pu s of city
please inform us by reply email and then de
emall, destroy any printed copy and do not disclase or
use the jonin it. There is no any 125 Norton R a [ s
emall is virus free. Ifan ema and may er |
Rose Group is a private cormmunication it doss not with compe inte your own.
represent he views of any member of Norton Fose ourbestlo  ure donot
Group, p thereis, oris nificant risk
¢ rests inthe m on which
11.13 Each Norton fs  yright. No
member of N is e if an email or an ea
Ite
.I an
m
quarantined and may not reach its intended recipient. 12.6
11.14 Kt you ancerned that your email not reach the
intend cipient at Norton Rose G please
reque jon thin the of your
email the confirm is not
recejved within a reasonable time.
has waived disclasure of such information and proper
APAC-#16330686-v1

12
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arran ha np o that
such on ed at rthose
advising it,

127

Securities & Investments Commission.

13 Documentation

13.1

13.2

133

134 of
of
For

this purpose we will take the matter to have been

completed when we provide you with our final bilt in the
t of the
ugh

13.5  References to files and documents include electronic as
well as paper files and documents.

14 Correspondent lawyers, Counsel, etc

14.1 rewec to be the most effective way of
ng with we will instruct Gounse! or

14.2

ices

selection of such persons.

APAC-#16330686-v1

13

15.4

15.2

15.3

16

16.1

16.3

A
NORTON ROSE

Campliance and regulation

p

d

n

c

¢

co f. we pro
co eque for
an

committed, regardiess of whether that offence has been

urse of, or in settlement discussions in,

art

transactions, and nothing we say or do should be
invitation or inducement to engage in
ty.

Client legal professional privifege

Where it is nacessary for us to communicate with third

party.
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17 Limitation of liability, indemnity and force majeure

17.1
T
Group whether on the basis of the existence of a
special or si relationship or on any other
basis whats .
(3) i liyto .
r feral
p tlous
(G .
1
I
(5)  wilhout prejudice to, but in the clrcumstances
¢ our
P at paragraph
5
(a) toin
on; ar
h) a ty to recover from that or any
o} on;
(6) if,in
17.1
our |
proportionate liability referred to in those
(7) | continue to apply
ion of our
engagement by you,
17.2
APAC-#16330686-v1

17.3

17.4

17.6

17.6

18

18.1

18.2

183

i8.4

18.5

14

nsurers,

Termination

A
NORTON ROSE

us
nd
gt

will
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18 Entire agreement 23.3
18.1 rd Terms supersede any earlier
h you.
19.2 ard
enus
23.4
20 Amendments
20.1 time it may be necessary for us to amend
Stan ms. 235
20,2
uin
!ron;
the end of that period. 24
21 Laws and regulations 24.1
21.1 ed by, and
of the place
21.2
213 n
a
id
e tpe 242
o une
p ms
validity or enforceability of any other provision.
24.3
22 Provision of information
221 If during or afier the completion of a matter we are
22.2  If {his occurs we may bill you for the work invalved in
nform pay our caosls,
s and our then
standard charge out rates on the basis that the work Is
specified in our costs agreament with you.
23 Confiict of interest
23.1 sure s
Jif it
et 25
23.2
25.1
25.2
APAC-#16330686-v1 15

A
NORTON ROSE

sts
npt prevent us from acting for other clienis as
T you.
We res urey
info pro from

access or disclosure.
1f you woutd like to:

(1) inform us that you do not wish fo receive
promotional material from us:

(2) request s lo, or correction of, information
we hotd you;
{3) & complaint about our treatment of your
yior

(4)  view our complete personal information
management policy,

bligation to retain documents where litigation
ise

You hava a general obligation to retain documents that
jon
to
yt

If a document is unavailah urpo n,
and the unavailahility is lik eun
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AN

25.3

25.4

26

26.1

that

ce

be

| we advise you they can be safely

Definitions schedule

In these Standard Terms:

)]

@

@)

costs;

a regulated client is a client which is entitied to
the of ction
pro of

you will not be a regulated client;

(a)

and the Australian Capitai Territory); or
by if:

0

commencement of any engagement;

and
(i} you a In writing to
the o e further dis e
of the ed by the
previo and

(i) a partner of Norton Rose Austrafia
has on rea le grounds
that, regard nature of
the previous disclasure and the
relevant circumstances, the further
disclosure is nol warranted; or

APAC-#16330686-v1

16

A
NORTON ROSE
{c) if youare:

@ an or
orl tio

ign law practice

e
ge

ing given to that term in that

@i} a ices ee (within
th that
{iv} nthe Au Cc
) a liquid m oror

(as respectively referred 1o in

1

)
on
nal
of

p beal

p ny{wi the
meaning of that Act) if it were a
company;

disclosure of costs Is not required:

(vii)
p of

ny
lo
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24 September 2012

Francene Mulder

Director

LM Investment Management Ltd
Level 4

9 Beach Road

SURFERS PARADISE QLD 4217

Dear Francene

Letter of engagement

A
R SE

Norton Rose Australla
ABN 32 720 868 049
Leve!l 21, ONE ONE ONE
111 Eagle Street
BRISBANE QLD 4000
AUSTRALIA

Tel +61 7 3414 2888

Fax +81 7 3414 2999

GPO Box 407, Brisbane Qld 4003
DX 114 Brisbane
WWW.nottonrose.com

Direct line
+61 7 3414 2930

Qur reference
2787923 Email

peler.schmidt@nortonrose.com

ASIC lnhvestigation
32 720 {and,
ph 1 of ndix,
foutin
mig all appear to be immediately
ant
Inth er mea tment t Ltd ACN in right and as the
resp le y for Mortg Fund ARS 88
1 Applicable faw
1.1 Qu and in parti (bu ) the
will he costs ag ent us and all

1.2 As discussed at the Board Mee
as follows:

{1) Assist you with the ong
enquiry (ASIC) includin
response;

ting on 14 September 2012, we confirm our instructions to act for you

oing Australian Securities & Investment Com on ion
g advising on any natices issued by ASIC an ap

(2) Undertaking any investigations required to respond to ASIC;

3 te strategy fo sell down or managed redemption of the Fund in

1.3 ili al
in Il on
it ¢
r

APAC-#16015489-v1

No aliais pra

No aliato as Reitz Inc) and their

aff Norlo reg nformation, are at n om
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A
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1.4 d, ustralian law
ib documents or
bj
1.5
2 Our team
2.1

I will be the responsible partner for this matter and the names of our key team members are set out
below:

Peter Schmidt Partner
John Partner
2.2 In addition, we will involve other partners, consultants, special counsel, senior associates,
ciates, la , or clerks and paralegals, if required, in a manner which avoids, so far as
ble, dupli of
23 We always aim to avoid changing members of our team, but, if thisis n ible, we w rm you
promptly of the change and the reasons far it. We will use legal staff of ropriate le
seniorliy for the work concerned.
24 will have access if required, They will be charged at rates equivalent to those
w, depending on
3 How our fees are calculated
3.1 this a ent, we will charge to the of hours ks on the
(with s of less than 1 ho propo y on the units).
The hourly charge-out rates of the persons initially to be involved in the matter are:
Peter Schmidt A$635.00
John A$695.00
Michelle Asimus A$580.00
3.2 The responsible partner may, however, be assisted by others to ensure that our services are
delivered efficiently. If so, those p will be charged at their standard hourly rates. Our current
standard hourly rates exclusive of are:
Partner A$550 — A$950
Special Counsel / Consultant A$500 — A$765
Senior Assoclate A$410 ~ A$715
Associate A$295 — A$525
Graduate / Lawyer A$220 ~ A$315
Paralegal AB1B0 — A$360
3.3 These rates will generally be grossed up for GST in Australia, except where we make a GST-free
supply of legal services. Our fee will therefore be calculated to include the relevant amount of GST
APAC-#16015489-v1 2
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24 Septermber 2012 NORTON ROSE
34 er
ent
will be taken to have been amended accordin
4 Fee estimate
4.1 s matteritis n onably pract le Ich  be
ble. The rang restimatedf  is 00, .00 plus
GST. The major variables which will affect th
&) that any one or more of the assumptions set out below are not met;
(2) the ongoing views taken by ASIC as a result of further investigation and;
3) the steps required to comply with ASIC's requirements.
4.2 Yau may, by giving us reasonable advance notice in writing, set an upper limit on the fees,
and ch for which
te, h . th reserve th
in which ai r autho
result in f Is and se
to your best interests and so it is important th
sufficient. Alsc, there may be occasions whe
behalf i uture. Anyu limit set by you
have al undertaken. GST will be chargeable at the applicable rate in addition o any such
limit.
4.3 Depending on the extent of work required to t
324 Queen Street, Brisbane), branch number
agreement you authorise us to apply that sum, or any part of it, and any additions to that sum which
you may pay in future, for that purpose.
5 Assumptions
5.1 In setting the fee structure outlined above, we have assumed that:
n we will receive clear and timely instructions from you; and
(2) there will be no material change to the scope of services.
6 Disbursements and setvice charges
6.1 [n addition to professional fees there will be a requirement to pay or to reimburse to us
disbursements and service charges incurred or payable as mentioned in the attached Standard
Terms. These we estimate will not exceed A$500.00 made up as follows:
(1) photocopying and document production charges, couriers, STD, ISD and mobile phone calls
and faxing fees.
6.2 Our estimate of those disbursements and service charges may also be aifected by any variables or
changes fo the assumptions referred to above.
6.3 The basis for charging disbursements and service charges is set out in the aitached schedule of
disbursements and service charges.
APAC-#16015488-v1 3
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24 September 2012 NORTON ROSE
6.4 If we change the way we calculate disbursements and service charges during the course of this
r we will of the e and the costs agreement will be taken to have been amended
dingly i uetoi us in this matter.
6.5
pduty and regist  nfees, p those fees,
taxes or charges are paid by separate cheque drawn by you in ur of the payee,
7 Billing and reporting
7.1 will provide a breakdown of time spent by each lawyer, together with costs and disbursemerts
rred.
7.2 right to cha eston am erdue
et Rate stat ch by the Bank of
8 Responsibility for advice and services
B.1

responsibility for such advice or services. So
fity. Th  meof on part of
jurisdic  is avai on . Inrel

contracting with Norton Rose Austratia ABN 3

a mes respon ity o
p orpursuant  hese ngagement.
8.3 as“p s" are members ners or
alent rity of,inorto N Rose Australia
up.
9 Time for claims
8.1 (it
e
ai y
you, within 24 months after the date of compi
10 Standard Terms
10.1
ese
APAC-#16015489-1 4
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24 September 2012 NORTON ROSE

11 How to accept this offer
11.1  You may accept this offer by:
(1) signing and returning to us the enclosed copy of this letter; or
(P continuing to instruct us (in writing or orally) to perform the work specified in this letter.

12 Your comments

124 We always appraciate your comments. i you have any comments or queries in relation to any

matter or if you wish to discuss our legal costs, please contact either me or our Brisbane Head of
Office, Craig Chapman.

We look forward to assisting you in this matter.

Yours sincerely

eter Schmidt
Partner
Nortan Rose Australia

Enc}

We/l hereby agree to the above terms and conditions for this matter,

Name Company ' -
DALE:ccrucevreieriirrnersirenriresreessissssssessinns 2012

Matter number: 2787923

[Office use only]

APAC-#16015489-v1 5
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NORTON ROSE

Schedule of disbursements and service charges

Telephone
Local calls
8TD and 1SD calls
Docum duction, p opying and printing
and white
Colour

Dogument production finishing
Binding
Laminating
Dividers

Document production folders

Folders — lever arch
Folders - 2 rin

Faxing
Local fax
STD fax
1SD fax

Emails
Taxis

Couriers ~ local, interstate and international

Court

Searches, online searches

Archive retrieval and del

overseas, non-standard

No charge
At cost*

A$0.20 per page
A%1.00

A$4.00 per document
A$3.50 per document
A$5.00 document

A$10.00 per folder
A$8.00 folder

No
A%1.00 per page

A$1.50 per page
A$2.00

No

At cost *

At cost * fuel
A$22.00

ider fee plus 25% to defray cost of

At cost *

At cost*

* “At cos{" means the cost invoiced to Norton Rose Australia by the supplier, including any service fees but
net of relevant input tax credits ciaimable by Norton Rose Australia.

APAC-#16015488-v1
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Appendix — Norton Rose Australia

Standard Terms

1 Definitions 2
1.1 In he following expresslons 241
ha gs:

(1) claim means any such claim as is referred to in
paragraph 17 of this Appendix;

@ P s 22
hl y
o n
Rose Group;
(3) Contracting Party means Norton Rose
Australia;
4) ent or other
send you
(8) LPAhas the meaning in paragraph 2.2;
(8} Norton Rose Australia means the Australian
parlnership of that name wiih Australlan Buslness
Nu  r32720 868 049 (generally called Notton
Ro
(7)  Norton Rose Group means Norton Rose
2.3
ing
its
name “Norton Rose” or to describe itself as “in
association with Norton Rose LLP"
(8) these Standard Terms means the terms in this
Appendix forms
dtobe
(9) we, ourand us refer o the Coniracting Party;
3
{10)
3.1
(11) the exprasslons fixed cost pravision and 3.2
regulated client In the definitions schedule in
have the meanings set against
vely.
1.2
33
this A of which this
forms Appendix sh
1.3 ils of any consti of Norton Rose Group
be obtained on

APAC-#16015482-v1
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Intraduction
the
LOE
we send you relating to that matier.
d
r
n sslon Act 2004 (New South Walgs)

(2)  Legal Profession Act 2004 (Victorla) (VIC Act);

(3) t 2006 (Australian Capital
4) ! Profession Act 2007 (Queensland) (QLD
or
(8) ssion Act 2008 (Weslern Australia)
are be
d(a
ato n:
(1) 1o Act
or bly
pr
change; or
@ IC Ac les, asis
erwe me that
change,
P rising costs, service
c ents

We wilf charge you fees comprising our costs, service

charges for ded by our
related serv

We cal ou the basls of the 1 on
your m at cost or in accord

ana d ase to

with a in ace e
with a

The of la [ wie es and
disb en a a will out in
the rel tLOE, In on {0 our cha in respect
of parl  rmatters, Il charge a fe the

preparation of every audit representation letter

ac it. Acc ngtot a mplexity
of thefee  rdinari n 0 and
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GO

3.4

3.5

3.6

3.7

3.8

3.9

3.10

4.1

A$600 plus service charges, disbursements and GST.
y =3 ire subs
n ci stances

aff)

slonal di ge out rates
upon of and the
practice group in which they work. The current
hour ed ur
nal s di
relevant LOE, They may be varied from time fo ime
we will n wiil substa
ctanyl ate provided

and service char
additional to our
9.
S,
d es
and document storage charges,

of Incur on
[ cosls.

Disbursements are charged at their cost to us. When

e entity ial jed legal

y (docu ts  es, D-room
ore ly) or other alse it t
dire tbyouinre toth v
case of olher charges for services we or our service
entity provide, such as photocopying, faxes and STD
and iDD 1 e service charges at
rates are Is of our current sta es
for such services are set outin the relevant LOE,

You agree to pay o
disbursements and
matter:

burse th
charges ¢ch

(1) those incurred with your prior autharity;
{2)  those incurred without your prior aulhority where:

(a) the amount of the dishursement or service
charge is not significant having regard to
the nature of the matter; or

by it forusto
s dered it
desirable to incur the disbursement or
service charge for the proper conduct of
the matter.

We may ask you in advance for payment on aceount of
rsements as p duty, registration
fees and ya enquiry fees.

Qur bills provide you with an iterised breakdown of
disbursements and service charges and will conslitute a
tax invoice for GST purposes.

Support statf

No charge is made for secratarial or administrative staff
except in respect of audit representation tetters and in
circu where clf and

signi efartal or out of
normal office hours,

APAC-#16015489-v1
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5.1

6.2
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5.4

6.1

6.2

8.3

6.4

6.5

6.6

A
NORTON ROSE

Support staff who are required to wark overtime

b of quirements of the matter are
c tor

Quotes and estimates

calcutation of those costs. Estimates are basaed on the
e of work and should not be regarded as a

Unforeseen circumstances or new issues often arise
during the course of a matier. If our estimate of costs
b

inaccurate, we will provide you with a ravised
e

We can provide a fixed quate on some matters such as
some conveyancing wortk and the provision of shelf

of
be
party
: You
received by us.
Bitling
You have the right:

(1)  torecelve abill from us for our costs, service
charges and disbursements; and

(2) o request an itemised bill after receipt from us of

a lump sum bill.
sue mo ring the course of each
run ise
]
5
d e

reserve the right to charge interest on the amount
overdue. The rate of inlerest will not exceed the
the LPA, If you are
ilt be specifled in the

We aim to glve you accurate and understandable bills.

1 yqu ns abill, plea tact
t epa or of Office n nthe
LOE to discuss them.

lis are payable in the currency in which they are
tted.

If any bill Is not pald, we may, on giving written notice to
you, cease work on the matler to which 1he hill relates
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8.7 7

74

6.8

ensure we receive prompt payment.

6.9 If
d
0 r
p
u (and any
s n fails to pay
7.2
6.10  Any maeney held by us on your behalf in connection with
any matter will be deposited with a bank in accordance
with vant We will not any loss
resu any n, Including e bank
concerned.
8.11  Any maney provided on account of our costs, service 74
es and disbursements will be held an the following '
(1) we wlli hold the money on your behalf, and will
account to you for intarest in accordance with tha
relevant LPA;
{2}  principal and interest will be used to reduce or
discharge (as the case may be) the final invoice
which we render at the conclusion of the
transaction;
{3}  youmay not require us to apply any part of the
money in settlement of any Interim bills
s although we may do so in our 74
d
(4)  any part of the principal and interest which
e a ur final bill has been paid 7.8

wi o)

(S)  if you are an individual and an EU resident, we

RC)
Jurisdiction In which you are resident; and
(6) b ible for n in
to estwh r stls
applied towards discharge of a bill or is paid to
you.
6.12
separate bill in respect of them. Costs, service charges
APAC-#16015489-v1
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or disbursemerits may amount to a sum which it is
to submission of 2

sewe will taisea s bill in
Litigation costs
ur
en onan
or

(1

(2) an order for costs In your favour will not
necessarily cover the whole of your legat

expenses.
I p
in a n
bj e
Terms.

r
party may apply to the court for those costs to be
assessed or taxed by reference to the applicable court
seale.

(@) areasonable estimale of any contributions
lowards those costs likely to he received from
another party.

In any event we will not commit you to a settlement
unless we recelve clear [nstructions fram you,

You should seek aur advice during the course of the

action on the tax treatment of any amounts awarded to
you.

The major variables lhat can affect the calculation of
our costs in any litigation matter are:

(1) ifnopra has lly issued af the
fime we aca on hich court or
nal ihe dispu both

and procedu
courls and tibunals);

(2)  whether the number of parties changes;

(3} ifyouarethe 1itf, whether the defendant(s)
contest the cl

4

he trial
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(5) whether, at what stage, a settlement
canben i ;

{(6)  whether, for some other reason, the case does

not edas trial and judgment or
hea nd de
{7) what pre-tia ps are re
by the other or fribun
f
argument;
(8) the
of any

(9)  whether any order or judgment made in the

cotl e (incl before the trial) Is
app of the S,
(10) cessary wilnesses for your case
or not;
(11) whe tb ne
evid , 0 or one or
more expert or cther witnesses;
(12) re adoptsd by the other
(13) ri es ssary to retain a
s or or Counsel or mare than
one barrister on your behalf at or before the trial
or hearing,
(14) the complexity of the law involved in the case;
and
(15) )
at
yin accurately estimate when
leut .
7.6
8 Goods and services tax
8.1 In this paragraph:
(1) GSTmeans GST as defined in A New Tax
and Se
Act) or r
fon and
(@)
Office pub) s}
unless the ot 2
3 rence to rson
any cor ble by the

APAC-16015489-v1
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repres

mbe GST group of
which r

isa 3

(4) y

8.2
connection with your costs agreement does not include
@asT.
8.3
84
t
85
Review of costs
9.1 any
s5

(1)  ifthe NSW Act, the QLD Act or the WA Act
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From: David Whyte

Sent: Wednesday, 02 January 2019 2:06 PM

To: 'Trenfield, Kelly' <Kelly.Trenfield@fticonsulting.com>; Lobb, Renee <Renee.Lobb@fticonsulting.com>
Cc: Park, John <John.Park@fticonsulting.com>; Ainsley Watt <Ainsley.Watt@bdo.com.au>

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

Kelly
Thank you for your email below, of 31 December 2018.

My email to you on 21 December 2018 pointed out that the letter from John Park of 20 December 2018 did not
expressly state that the liquidator is making a Creditor Indemnity Claim, and asked for clarification as to whether a
claim for indemnity was in fact being made. My later email on 28 December also asked for clarification.

advi d is d s of
and s th h y
isn r an c

liquidator considers the two proofs should be the subject of a creditor indemnity claim; in fact, there is not any
statement that the liquidator does consider that LMIM has a claim for indemnity from the property of the FMIF in
respect of the claims made in those proofs of debt.
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The 17 December 2015 Order di the lig tor not only to ascertain the debts of LMIM, but also to identify
whether LMIM has a claim for in y from FMIF in respect of any, or any part of any, debt payable by LMIM
as identified by the liquidator which the liquidator is
within 14 days of the admittance of a proof of debt i.e.
that any claim from the FMIF in respect of any such debt
ys that the pr a an mnity - there is nothing
LMIM actually S ac for indemnity.

that issue, and g t s pre by
ber 2018 was int of in y
ome point, if not now) to make creditor indemnity claims
rmation on the claims in accordance with paragraph 8(a)
of the 17 December 2015 order. The further information | require is, as follows:

1. EY Proof of debt

I note from the invoices provided that the work relates to the auditors review of the December 2012 accounts
which | understand was never completed. | also note that substantial claims are advanced by LMIM as RE of the
FMIF against EY in the proceedings against the auditors for amounts of up to $200M, which LMIM may be entitled to
set-off against the claims made by EY.

Please provide the following additional information and documents:
Confirmation as to whether or not the review was completed;

e A copy of the engagement letter(s) relating to the review and confirming the amount to be paid to EY for
the audit, and any standard terms and conditions or other documents setting out the terms and
conditions upon which EY were engaged to audit the December 2012 accounts;

Supporting documentation detailing the time spent/work performed by EY with respect to the audit of
the December 2012 accounts;

e (if not set out in the supporting documentation requested above) the basis of payment for the review and
whether or not interim invoices were permitted and if payment was dependent on completion of the
review;

*  Your explanation as to why the liquidator considers (if he does) that the claim should be allowed as a
creditor indemnity claim.

2. Norton Rose Fulbright Proof of debt

The proof of debt adjudica (which stoa of d27 2013, oof
dated 28 September 2018) ebt sho e adm for .85. er the

supporting documentation claims an amount of $315,601.21. That is the amount stated in your letter and | will
proceed on the assumed basis of a claim of $315,601.21 unless you advise otherwise, although | would ask you to
confirm that. The invoices supporting the proof show that it relates to two files in respect of ASIC investigations
and Trilogy.

From a review of the timesheet narrations it appears that the ASIC investigations centred around changes made in

LMIM ou on er
ent o er of R
(whic re l ou

LMIM) and related party transactions (proceedings have been brought in respect of some of these transactions).

Can you please explain why the liquidator considers (if he does) that the RE should be entitled to an indemnity
against the fund’s assets? Given that the letter from Norton Rose Fulbright dated 30 September 2014 says that
some of the work related to the feeder funds, and refers to a possible need to split some invoices between a
nu r of funds, pleas her (and if so, why) s the full of the proof should be
ac ed as a Creditor m against the FMIF. f er consi of these comments, you
consider the claim should be reduced, please advise acco

Allr are reserved. For y doubt, this includes my right to raise, on behalf of the FMIF, the
clea ountsruleandtor made in the Clear Accounts Proceeding in connection with the clear
accounts rule.

Please provide your response within 14 days in accordance with clause 7(b) of the 17 December 2015 order.

Regards

David
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From: Trenfield, Kelly < com>

Sent: Monday, 31 December 2018 7:51 PM

To: David Whyte < >; Lobb, Renee < >

Cc: Park, John < >; Ainsley Watt < >

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

David

To clarify, we provided notification of the admission of these two (2) claims given their connection to and purported
claim for indemnity from the assets of the of FMIF. | confirm these were admitted and notified on 20 December
2018. Further, | confirm all claims received as at the time of notification had been accessed and these were the only
claims to which a right of indemnity was sought.

I note subsequent to this correspondence additional claims have been received from Ernst & Young via their legal
representatives. | confirm given the timing of receipt of these claims coincided with the closure of our office for the
festive season (please note our office does not re-open until 2 January 2019) accordingly, these claim have not been
reviewed to determine if the claims are able to be admitted or otherwise or whether there is any indemnity claimed
against the assets of FMIF.

Should you wish to discuss please do not hesitate to contact me on my return to the office on 2 January 2019.

Regards

Kelly
Kelly Trenfield
+617 32254920 T | +61 409 630 469 M

Liability limited by a scheme approved under Professional Standards Legislation

From: David Whyte < >

Sent: Friday, December 28, 2018 3:40 PM

To: Lobb, Renee < >

Cc: Trenfield, Kelly < >; Park, John < >; Ainsley Watt
< >

Subject: Re: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

| refer to the below correspondence seeking clarification as to whether or not you intend seeking an
indemnity from the fund’s assets in respect of two admitted proofs of debt and bearing in mind you have
14 days to do so from the date of admittance.

It is unclear from your correspondence of the date the proofs were admitted however the latest date to
advise me of a creditor indemnity claim under the court order dated 17 December 2015 would be 14 days
from the date of your letter being

Can you please therefore clarify your position as soon as possible and respond to the other queries in the
below email
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Regards

David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490

BDO

Level 10, 12 Creek St
Brisbane QLD 4000
AUSTRALIA

Tel: +617 3237 5999
Fax: +61 7 3221 9227

wh Before you print think about the environment
from all at BDO. We hope you enjoy the festive season and wish you a productive and
prosperous 2019. Our Brisbane and Sunshine Coast offices will close on Saturday, 22nd December and will reopen

on Monday, 7th January.

BDO in A lia is proud to be ed as the firm in the country.
Source: Aus Financial Review (AFR) 100 Accounti .
Follow us...

BDO (QLD) Pty Ltd, ABN 45 134 242 434 is a member of a national association of separate entities which are all members of BDO Australia Ltd

compa B ) u S DO International
antee, er B e . ility limited by a
al Stan th e o n .

BDO is the brand name for the BDO network and for each of the BDO member firms.

The information in this email and any attachments is confidential. If you are not the named addressee you must not read, print, copy, distribute, or use in any
way this transmission or any information it contains If you have received this message in error, please notify the sender by return email, destroy all copies and
delete it from your system. Any views expressed in this message are those of the individual sender and not necessarily endorsed by BDO. You may not rely on
this message as advice unless subsequently confirmed by fax or letter signed by a Partner or Director of BDO. it is your responsibility to scan this communication
and any files attached for computer viruses and other defects. BDO does not accept liability for any loss or damage however caused which may result from this
communication or any files attached. A full version of the BDO disclaimer, and our Privacy Statement, can be found on the BDO website at

or by emailing

On 21 Dec 2018, at 1:13 pm, David Whyte < > wrote:

Thanks for providing a copy of two proofs of debt admitted by
the liquidator.

| note that you do not state whether or not the liquidator is
making a claim for indemnity against the LM First Mortgage
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Income Fund’s assets. Your letter simply says that the proofs
have been admitted.

In accordance with the court order dated 17 December 2015,
the liquidator is required to notify me of any Creditor
Indemnity Claim within 14 days after any debt or claim is
admitted by the liquidator in the winding up of LMIM.

Could you please clarify the position in relation to the proofs of
debt and, if the proofs are intended to be the subject of a
Creditor Indemnity Claim under paragraph 6 of the order,
please confirm that and make that claim to me in writing so
that | know the timeframes that the order requires be adhered
to.

Given the substantial claims advanced by me in the
proceedings against the auditors, it would not seem
appropriate for there to be an indemnity for the EY invoices.
Could you please clarify your position in that respect and
confirm whether there is a claim for indemnity for those
invoices.

Please also confirm if you have now ruled on all proofs of debt
that relate to the FMIF, and if not when that will be completed
as it would seem more efficient to rule on all and subject one
indemnity claim rather than to do it in a piecemeal way.

Regards
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David

On 20 Dec 2018, at 2:39 pm, Lobb, Renee < > wrote:
Dear David,
Please refer to the attached correspondence.
Kind regards,

Renee Lobb
Senior Director, Corporate Finance & Restructuring

FTI Consulting
+617 32254976 T | +61 408 811969 M | +61 7 3225 4999 F

Level 20, CP1
345 Queen Street
Brisbane QLD 4000, Australia

<image001.png>

Confidentiality Notice:

<897411_Letter to BDO re POD Adjudication.pdf>
<Ernst & Young POD.pdf>
<Norton Rose Fulbright POD (incl attachments).pdf>

BDO Business Restructuring (QLD) Pty Ltd, ABN 90 134 036 507 is a member of a national association of separate entities which are all members of BDO
Australia Ltd ABN 77 050 110 275, an Australian company limited by guarantee BDO Business Restructuring (QLD) Pty Ltd and BDO Australia Ltd are members
of BDO International Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited
by a scheme approved under Professional Standards Legislation, other than for the acts or omissions of financial services licensees.

BDO is the brand name for the BDO network and for each of the BDO member firms.

The information in this email and any attachments is confidential. If you are not the named addressee you must not read, print, copy, distribute, or use in any
way this transmission or any information it contains. If you have received this message in error, please notify the sender by return email, destroy all copies and
delete it from your system. Any views expressed in this message are those of the individual sender and not necessarily endorsed by BDO. You may not rely on
this message as advice unless subsequently confirmed by fax or letter signed by a Partner or Director of BDO. It is your responsibility to scan this communication
and any files attached for computer viruses and other defects. BDO does not accept liability for any lass or damage however caused which may result from this
communication or any files attached. A full version of the BDO disclaimer, and our Privacy Statement, can be found on the BDO website at

or by emailing

This email has been scanned by the Symantec Email Security.cloud service
For more information please visit http://www.symanteccloud.com
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16 January 2019
Our Ref: RCL_8974l1

BDO

Level 10, 12 Creek Street
BRISBANE QLD 4000
Attention: Mr David Whyte

By Email: David.Whyte@bdo.com.au

Dear Mr Whyte

RE: LM investment Management Limited (In Liquidation) (LMIM) ACN 055 691 426
Proof of Debt Adjudication

| refer to previous correspondence concerning the proof of debt process being undertaken by myself
as Liquidator to identify claims against the LM First Mortgage Income Fund (“FMIF”) and to your
subsequent email dated 2 January 2019 wherein you requested additional information on the below
admitted proof of debts.

Creditor Claim Amount (S) Amount Admitted ($)

Ernst and Young 158,896.51 158,896.51
Norton Rose Fulbright Australia 315,601.21 315,601.21
Total 474,497.72 474,497.72

Ernst and Young Claim

On 3 January 2019, Ernst and Young (“EY”) were requested to provide the following additional
information by 14 January 2019:

e Confirmation as to whether the December 2012 review was completed in full by EY.

e Copies of the engagement letter/s and agreements which detail the amount to be paid to EY
for the December 2012 review, along with all terms and conditions.

* If not covered by the above, documents to support the basis of payment and the ability for EY
to issue interim invoices for the December 2012 review.

® Supporting documents for the invoices which show the time spent and work performed.
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16 January 2019
Page 2 of 3

On 15 January 2019, the *attached revised proof of debt was received from King & Wood Mallesons
of EY’s behalf. The revised proof of debt contains the General Terms and Conditions (Statutory
Audit). In item 23 of the General Terms and Conditions, it is stated, in the event of
Termination, “you shall pay us for all work in progress, Services already performed, and
expenses incurred.” As you have not taken up the services of EY to complete the December
2012 review, it is apparent they are entitled under this clause alone for payment of their
costs from the FMIF for work in progress irrespective of whether the review is complete.

Irrespective of the above, | consider the proof of debt should still be admitted on the
following grounds:

e |t is irrelevant whether the December 2012 review was completed. EY was engaged to
complete the work and the work was not completed by the time LM Investment Management
Limited (“LMIM”) was placed into Administration on 19 March 2013.

* Prior year engagement agreements advise it is EY’s “practice to render accounts for progress
fees during the period of performing our work.” | note we are yet to receive the engagement
agreement from EY specific to the December 2012 review.

* The invoices are specific for work conducted by EY only in relation to the FMIF and as such, it
is a cost in the winding up of FMIF, to be paid from the FMIF and not a claim against LMIM as
responsible entity.

Norton Rose Fulbright Claim

From a review of the invoices which form part of the Norton Rose Fulbright (“NRF”) proof of debt, it
is clear to me the work conducted was for the benefit of FMIF.

It is not commercial to undertake your proposed line-by-line time entry review of work conducted by
NRF to identify the likely small portion of their proof of debt which may relate to work for the Feeder
or other funds. From my review of the documents, it is apparent that these works, though they
reference the feeder funds, were conducted in connection with FMIF, such as time spent investigating
the see-through voting rights of the feeder funds in connection with an FMIF investor meeting.

The NRF proof of debt is admitted on a commerecial basis in consideration of the above.
Should you disagree with this position and request a line-by-line timesheet review in order to arrive

at a fund allocation, | will welcome a discussion to revise the fee scope of this arrangement to
accommodate this request.
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Should you have any further queries please contact Renee Lobb of this office on (07) 3225 4976 or
Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

John Park
Liquidator

*Attach.
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FORM 535
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

Subregulation 5.6.49(2)

To the Liquidators of LM Investment Management Limited (In Liquidation) (“LMIM") in its capacity as
responsible entity for the LM First Mortgage Income Fund (Receivers and Managers Appointed) (Receiver

Appointed) ARSN 089 343 288 ("FMIF"):

1. This is to state that LMIM was on 19 March 2013, and still is, justly and truly indebted

to EY (also known as Ernst & Young) (A Firm) (Creditor)
(name of creditor)

of 111 Eagle Street, Brisbane, QLD, 4000

(address of creditor)

for $158,896.51 plus interest and legal costs
Th submits thi ati the! idators
17 r2015 and to dor ustany
Particulars of the debt are:
Date Consideration

(stale how deb! arose and attach
supporting documentation)

(dale when the debt arose)
December 2012 Engagement as auditor of the half-
year financial statements of LMIM as
RE of the FMIF for the period 1 July
2012 to 31 December 2012 (copy of
EY’s general terms and conditions for
statutory audits attached).

t rders of son J made
s in this p
Amount ($) Remarks
(include details of voucher
subslantiating payment)
$158,896.51 Outstanding tax invoice

plus interest and
legal costs

no. AU00100327917
and AU00100324826
for work performed up
to and including

18 March 2013 in
respect of the half-year
financial statements of
LMIM as RE of the
FMIF for the period

1 July 2012 to

31 December 2012
(copies attached),
pursuant to clauses 19
and 23 of EY’s general
terms and conditions for

2 To my knowledge or belief the Creditor has not, nor has any person by the Creditor's order, had or
received any satisfaction or security for the sum or any part of it except for the following
{insert particulars of all securities held If the securities are on the property of the company, assess the value of those securities. If
any bills or other negoflable securities are heid, show them in a schedule in the following form).

Date Drawer Acceptor Amount Due Date
($c)
N/A N/A N/A N/A N/A
*3B. I am the Credit agent authorised in writing to ma is nt in wri | that the was incurred
for the conside n stated and that the debt, to the o) wledge b emains id and

unsatisfied.
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* ltems 3A & 3B - delete both if the Creditor is a natural person and this proof is made by the Credifor personally. In other cases,
if, for example, you are the director of a corporate Creditor or the solicitor or accountant of the Creditor, you sign this form as the
Creditor's authorised agent (delete item 34). if you are an authorised employee of the Creditor (credit manager efc), delete ftem

3B.

I have attached the following documents (tick as many as appropriate):

Invoices OJudgement from Court Oietters of demand OOrders from Company
~ [IMonthly statements O statutory demand O Credit application OGuarantee from Company
' [Creditors authority letter [@0ther documents
Dated 14 January 2019 Name Cameron Mew, King & Wood Mallesons
Signatory... /-é':;
Phone (07) 3244 8148 Email address cameron.mew@au.kwm.com
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Attachment General Terms and Conditions (Statutory Audit)

| netwo

1. a member of the
ach of

g firms ("EY Firm
separate fegal antity.

2. We may subcontract portions of the Services to

other content of any reports, presentations of
other communications we provide under this
Agreement (“Report(s)"), the performance of the
Services, and our other obligations under this

Agreement.

3. You shall be responsibla for your personnel's
compliance with your obligations under this

Agreement.
4. You may not rely on any draft Report.

5. You (and any others for whom Services are
provided) may not recover from us, in contract or

°
0
ai
e
li
loss or damage was contemplated.

6. (a) term,
n i pt as
ly

{b) lity is 1 by a scheme

‘under sional standards
legistation, except where wa are a financial
services licensee. ‘A copy of the scheme
can be obtained from us upon request.

7 If we are liable to you (or to any others for whom
Services are provided) under this Agresment or
otherwige relating to the Services, for loss or

others, and shall be limited to our fair share of
| loss or ege, which is ed
us or aser to us by a or
tribunal of competent jurisdiction based on our
contribution to the loss and damage relative to

Firms and all EY Persons, who shall be entitled
to enforce them.

10.

s, you releas the

elf and your affil
EY Persons all

EY Firms and

resen or fraudulent act or
8 you, employees or agents on

11. We loliow nprofessional standards  of
‘confidentality and will treat information related to
you disclosed to us by you or on your bshalf
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16. We.may collect, use, transfer, store or otherwise

17.

process  (collectively, “Process®)  Client
be linked to
Data"). We may
us jurisdictions in which we
and the other EY Firms operate (which are listed
at We will Process the Personal
Da nce

nal Data on our. behalf to
adhere to such ire . A of our
Privacy Policy St en be o d upon
request.

a to
on
a he
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21,

24,

25,

26.

27.

we are to the proceeding

request,
the inv n.

or the su

Nelther you nor we shall be fliable for breach of
this Agreeme { obligations)
caused by c your or owr
reasonable control.

This Agreement applies to all Services performed
at any time (including before thé date of this
Agreement).

This Agreement, and any non-contractual
o s is or the
S s by rued in
ance with, the r territory

Ernst & Yo on the

nt Lelter. We e and

submit to the excl j ction of

the Courts of that state or territory.

If there is a dispute relating to the Services or this
, t
n t
4} n

dispute will be given for it to be submitted to

settle the dispute promptly. The mediation will be

conducted in accordance with the ACDC
Me ines 1o nt that they do
not he provi this Section. If
the is not resolved within 60 after
noti dispute, the mediation wil inate

unless the parties otherwise agree.

This Agreement constitutes the entire agreement
between us as to the Services and the other
matters it covers, and supersedes all prior
agreements, understandings and representations

r t ding eny confidentiality
e P i ivered.
of us may ent (and
cations to i . Both of

28.

29.

30.

M.

32.

33.

us agree in writing to modify this

t.

performed fo its terms.

in our working papers
n e Services.
Ne us n any rights,
obl orcl this Ag L
yp jon of nt (in or
Is to be d or ise

unenforceable, the other provisions shall remain
in full force and effect. Sections 5 and 10 do not
by
eC
us
Exchangs Commission.

We se your-nam ly to identify you
asa , but we may ou in cannection
with the Services only if, in doing so we do not
disclose any of your confidential information, or it
is a matter of public knowledge that we are
providing them (or have provided them),

We are committed to providing our cliets with

engagement partner, or you are dissatisfied with

the res of ,

our Chi pli

or at 680 George St, Sydney NSW 2000. We will
to you ab complaint and pur
ts handling
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ABN 75 288 172 749
Tax Invoice

.
e

LM Investment Management Limited
Attention: Francene Mulder

PO Box 485

SURFERS PARADISE QLD 4217

Memorandum of Fees

Ernst & Young

111 Eangla Streat

Brisbane OLD 4000 Auslralia
GPO Bas 7878 Brishane (LD 4001

Tel: +61 73011 3333
Fax: +61 7 3011 3100
www.ey.com/au

8 April 2013
Tax Invoice No. AU00100327917
Recipient ABN 68 077 208 461

No receipt will be ‘ssued unless requested

Billing with respect to 31 December 2012 Half Year Review of LM First 37,079.00
Mortgage Income Fund for work performed up to and including 18 March

2013.
Out of pocket expenses.

Engagement administration ¢harge at 3%

Total

GST applied 38,236.37 at 10.00%

Total amount payabie

With Compliments

Terms: payment on this notice within 14 days

Ernst & Young ABN 75 288 172 749

45.00

1,112.37

38,236.37

3,823.64

$42,060.01

Our Ref; 60455407/15771813/AU011001420

Liability limited by a scheme approved under Prolessional Standards Legistation
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H””””mm““”““”“”Hlmlm.um.w'“EERNST& YouNG

LM Investment Management Limited 8 A{aril 2013
. Tax invoice No. AUO0O10032791T
éétggiizrgsﬁancene Mutdge Debtor No. 60459407

SURFERS PARADISE QLD 4217

8 Fee for services rendered $42,060.01

Amount paid S

Payment options:

-.. by Direct Deposit, Bank Transfer or Domestic Internet Transfer please remit to:

Westpac, 341 George St, Sydney NSW 2000

BSB 032000, Account 404335

For international payments - Swift Code: WPACAU2S

quoting references AUQ0100327917 and LM Investment Management Limited

Please complete Amount being paid and fax to: Accounts Receivable +61 2 9248-5451
9 Or e-mail all payment details to: Accounts.Receivable®au.ey.com

... by Mail please make cheque payable to “Ernst & Young”, attach to this page
and mail to:

Ernst & Young

GPO Box 2646

SYDNEY NSW 2001

If paying muitiple invoices please attach full details
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”“’“I””“”““]HlllIlw'" P

ABN 75 288 172 749
Tax Invoice

I

LM Investment Management Limited
Attention: Francene Mulder

PO Box 485

SURFERS PARADISE QLD 4217

i

Memorandum of Fees

Ernst & Young

111 Eagle Street

Brisbane QLD 4000 Austratia

GPO Box 7878 Brisbane GLD 4001

Tel: +61 7 3011 3333
Fax. +61 7 3011 3100
www.ay com/dy

15 Mareh 2013
Tax Invoice No, AUDO100324826
Recipient ABN 68 077 208 441

No receipt will be issued unless requested

Progress bill for 31 December 2012 Half Year Review of LM First Mortgage 100,000.00

Income Fund.
Out of pocket expenses

Engagement administration charge at 3%

Total

GST applied 106,215.00 at 10.00%

Total amount payable

With Compliments

Terms: payment on this notice within 14 days

Ernst & Young ABM 75 238 172 749

3,215.00

3,000.00

106,215.00

10,621.50

$116,836.50

Qur Ref: 804%2407/15771813/AU011001420

Lianility simited by a scheme approved under Professional Standar ds Lagistahan
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LM Investment Management Limited 15 March 2013

Attention: Francene Mulder Tax Inveice No. AU00100324826
PO Box 485 M Debtor No. 60459407

SURFERS PARADISE QLD 4217

Fee for services rendered $116,836.50

Amount paid [y

Payment options:

-.. by Direct Deposit, Bank Transfer or Domestic Internet Transfer please remit to:

Westpac, 341 George St, Sydney NSW 2000

BSB 032000, Account 404335

For international payments - Swift Code: WPACAUZS

quoting references AU00100324826 and LM Investment Management Limited

Please complete Amount being paid and fax to: Accounts Receivable +61 2 9248-5451
Or e-mail all payment details to: Accounts.Receivable@au.ey.com

- by Mail please make cheque payable to "Ernst & Young”, attach to this page
and mail to:

Ernst & Young

GPO Box 2646

SYDNEY NSW 2001

If paying muitiple invoices please attach full details
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From: David Whyte

Sent: 24 January 2019 2:56 PM

To: 'Lobb, Renee' <Renee.Lobb@fticonsulting.com>

Cc: Park, John <John.Park@fticonsulting.com>; Trenfield, Kelly <Kelly.Trenfield@fticonsulting.com>
Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

Thank you
Regards

David

From: Lobb, Renee <Renee.Lobb@fticonsulting.com>

Sent: 24 January 2019 2:52 PM

To: David Whyte <David. Whyte@bdo.com.au>

Cc: Park, John <John.Park@fticonsulting.com>; Trenfield, Kelly <Kelly.Trenfield@ fticonsulting.com>
Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

David,

That is correct. The Liquidator has made the determination and is making a creditor indemnity claim against the
assets of FMIF as provided for in the Orders.
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Regards,

Renee Lobb
Senior Director, Corporate Finance & Restructuring

FTI Consulting
+61732254976 T | +61 408 811969 M | +61 7 3225 4999 F

Level 20, CP1
345 Queen Street
Brisbane QLD 4000, Australia

Proudly supporting

From: David Whyte < >

Sent: Thursday, 24 January 2019 2:37 PM

To: Lobb, Renee < >

Cc: Park, John < >; Trenfield, Kelly <

>

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

Renee
I do tand the play on -canyou p e advise if you are making a creditor indemnity claim as
prov the 17 Decembe order (and mended)? The liquidator has to make that determination. Has

such a determination been made?
Regards

David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490

BDO

Level 10, 12 Creek St

Brisbane QLD 4000

AUSTRALIA

Tel: +617 3237 5999

Fax: +61 7 3221 9227

www.bdo.com.au

w4 Before you print think about the environment
BDO in A lia is proud to be ed as the

Source: Aus Financial Review (AFR) 100 Accounti rt.
For the latest business insights throughout the year, follow

Follow us...

firm in the country.

to our email updates.
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From: Lobb, Renee < >

Sent: 24 January 2019 2:29 PM

To: David Whyte < >

Cc: Park, John < >; Trenfield, Kelly < >
Subject: RE: 8974 LM Investment Management Limited (tn Liquidation) - FMIF Proof of Debt Adjudications

Dear David,

I refer to your email of today’s date.

For sake of clarity, the notification to you pursuant to the 17 December 2015 Orders was to inform you the admitted
claims of Ernst and Young (“EY”) and Norton Rose Fulbright claimed a right of indemnity from the FMIF assets.

With respect to the further information for the EY proof of debt, we were advised the information was to be

compiled and issued to our office by Friday, 18 January 2019. We are yet to receive the further documentation and
will advise you should we be informed the information cannot, or will not be produced.

Regards,

Renee Lobb
Senior Director, Corporate Finance & Restructuring

FTI Consulting
+61732254976 T | +61 408 811 969 M | +61 7 3225 4999 F

Level 20, CP1
345 Queen Street
Brisbane QLD 4000, Australia

P dly supporting

From: David Whyte < >

Sent: Thursday, 24 January 2019 10:42 AM

To: Lobb, Renee < >

Cc: Park, John < >; Trenfield, Kelly < >

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

I refer to your letter of 16 January 2019, which was sent by email on 17 January 2019.

Alt your corre nce is not entirely » 1 am proceeding on the assumption that claims by LMIM for
ind y from the ith respect to the d Norton Rose p been identified by the Liquidators and
notified to me pursuant to the orders dated 17 December 2015 (“t )-

If my assumption is not correct, please let me know forthwith.

As the response to my rmation with re t totheN Rose proof was on 17 ary
2019, | note that the d he Orders for m accept or t this claim for i yis 16 uary
2019.

I note that | received a partial response to my request for information with respect to the EY proof.

The outstanding requests are:
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1. A copy of the engagement letter(s) relating to the review; and

2. Supporting documentation detailing the time spent/work performed by EY with respect to the audit of the

December 2012 accounts;

Would you please let me know when this further information is expected to be provided, or if it is not going to be
provided, tell me that, so that | may proceed to make my decision as to whether to accept or reject, this claim for

indemnity”
Regards
David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490

BDO

Level 10, 12 Creek St

Brisbane QLD 4000

AUSTRALIA

Tel: +61 7 3237 5999

Fax: +61 7 3221 9227

www.bdo.com.au

&4 Before you print think about the environment

BDO in Australia is proud ta be placed as the firm in the country.
Source: Australian Financial Review (AFR) Top 100 Accounting Firms repart.

For the latest business insights throughout the year, follow BDO in Australia or su to our email updates.

Follow

From: Lobb, Renee <Renee.Lobb consulting.com>

Sent: 17 January 2019 10:08 AM

To: David Whyte < >

Cc: Park, John < >; Trenfield, Kelly < >
Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

Dear David,

Please refer to the attached correspondence concerning the proof of debts of EY and Norton Rose Fulbright.
Regards,

Renee Lobb
Senior Director, Corporate Finance & Restructuring

FTI Consulting
+61732254976 T | +61 408 811969 M | +61 73225 4999 F

Level 20, CP1

345 Queen Street

Brisbane QLD 4000, Australia
www.fticonsulting.com
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Starfight

chilgnatvs fouredal lan

From: David Whyte < >

Sent: Wednesday, 2 January 2019 2:06 PM

To: Trenfield, Kelly < >; Lobb, Renee < >
Cc: Park, John < >; Ainsley Watt < >

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

Kelly
Thank you for your email below, of 31 December 2018.

My email to you on 21 December 2018 pointed out that the tetter from John Park of 20 December 2018 did not
expressly state that the liquidator is making a Creditor Indemnity Claim, and asked for clarification as to whether a
claim for indemnity was in fact being made. My later email on 28 December also asked for clarification.

Your response does not specifically advise the liquidator is seeking a Creditor Indemnity Claim under the terms of
the 17 December 2015 Court Order and indeed you state the two claims have a “purported claim for indemnity
from the assets of the FMIF”. There is no analysis or explanation in your correspondence that details why the
liquidator considers the two proofs should be the subject of a creditor indemnity claim; in fact, there is not any
statement that the liquidator does consider that LMIM has a claim for indemnity from the property of the FMIF in
respect of the claims made in those proofs of debt.

The 17 December 2015 Order directed the liquidator not only to ascertain the debts of LMIM, but also to identify
whether LMIM has a claim for indemnity from the FMIF in respect of any, or any part of any, debt payable by LMIM
as admitted by the liquidator. It is a claim for indemnity as identified by the liquidator which the liquidator is
required to notify to me and which is required to be done within 14 days of the admittance of a proof of debt i.e.
by tomorrow. The letter dated 20 December does not say that any claim from the FMIF in respect of any such debt
has been identified by the liquidator. Your email simply says that the proofs assert an indemnity - there is nothing
stating that you or the liquidator have considered whether LMIM actually does have a claim for indemnity.

However, rather than continue to try to obtain clarification on that issue, and given the timeframes prescribed by
the Order made on 17 December 2015 if the letter of 20 December 2018 was intended to notify me of indemnity
claims, on the assumption that the liquidator intends (at some point, if not now) to make creditor indemnity claims
in respect of those proofs of debt, | now seek further information on the claims in accordance with paragraph 8(a)
of the 17 December 2015 order. The further information I require is, as follows:

1. EY Proof of debt

I note from the invoices provided that the work relates to the auditors review of the December 2012 accounts
which | understand was never completed. | also note that substantial claims are advanced by LMIM as RE of the
FMIF against EY in the proceedings against the auditors for amounts of up to $200M, which LMIM may be entitled to
set-off against the claims made by EY.

Please provide the following additional information and documents:
» Confirmation as to whether or not the review was completed;
A copy of the engagement letter(s) relating to the review and confirming the amount to be paid to EY for
the audit, and any standard terms and conditions or other documents setting out the terms and
conditions upon which EY were engaged to audit the December 2012 accounts;
Supporting documentation detailing the time spent/work performed by EY with respect to the audit of
the December 2012 accounts;

336



(if not set out in the su ting docu on ested above) the isof p for the review and
whether or not interim ces were ed if payment was d  ndent pletion of the

review;
*  Your explanation as to why the liquidator considers (if he does) that the claim should be allowed as a

creditor indemnity claim.

2. Norton Rose Fulbright Proof of debt

The proof of debt adjudica (which stoa of d 27 2013, the proof
dated 28 September 2018) ebt sho e adm for .85. er the bt and
supporting documentation claims an amount of $315,601.21. That is the amount stated in your letter and I will
he assumed of a claim of 601.21 unless you adv erwise, although | would ask you to
. The invoic porting the p how that it relates to es in respect of ASIC investigations
the ASIC investigations red nd es in
esolution by members, mpt ma th er
ect of the feeder fund pro ings by me),
set out in my proceedings nst t ors and

en brought in respect of some of these transactions).

you please explain why the ( ator ¢ ders (if RE d ty

nst the fund’s assets? Given the le from N ht 3 at
some of the work related to the feeder funds, and refers ed it
nu fun the full of the proof should be
ac sa er consi of these comments, you
co ec
All s are reserved. Fo y doubt, this includes my right to raise, on behalf of the FMIF, the
cle counts rule and to made in the Clear Accounts Proceeding in connection with the clear

accounts rule.
Please provide your response within 14 days in accordance with clause 7(b) of the 17 December 2015 order.
Regards

David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490

BDO
Level 10, 12 Creek St
Brisbane QLD 4000
AUSTRALIA
Tel: +617 3237 5999
Fax: +61 7 3221 9227
www.bdo.com.au
s34 Before you print think about the environment
from all at BDO. We hope you enjoy the festive season and wish you a productive and
prosperous 2019. Our Brisbane and Sunshine Coast offices will close on Saturday, 22nd December and will reopen
on Monday, 7th January.

BDO in Australia is proud to be ed as the firm in the country.
Source: Australian Financial Review (AFR) 100 Accounti
Follow us...

6
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From: Trenfield, Kelly < .com>

Sent: Monday, 31 December 2018 7:51 PM

To: David Whyte < >; Lobb, Renee < >

Cc: Park, John < >; Ainsley Watt < >

Subject: RE: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

David

To clarify, we provided notification of the admission of these two (2) claims given their connection to and purported
claim for indemnity from the assets of the of FMIF. | confirm these were admitted and notified on 20 December
2018. Further, | confirm all claims received as at the time of notification had been accessed and these were the only
claims to which a right of indemnity was sought.

I note subsequent to this correspondence additional claims have been received from Ernst & Young via their legal
representatives. | confirm given the timing of receipt of these claims coincided with the closure of our office for the
festive season (please note our office does not re-open until 2 January 2019) accordingly, these claim have not been
reviewed to determine if the claims are able to be admitted or otherwise or whether there is any indemnity claimed
against the assets of FMIF.

Should you wish to discuss please do not hesitate to contact me on my return to the office on 2 January 2019.

Regards

Kelly

Kelly Trenfield

+61 7 3225 4920 T | +61 409 630 469 M

Liability limited by a scheme approved under Professional Standards Legislation

From: David Whyte < >

Sent: Friday, December 28, 2018 3:40 PM

To: Lobb, Renee <Renee.Lohh@fticonsulting.com>

Cc: Trenfield, Kelly < >; Park, John < >; Ainsley Watt
< >

Subject: Re: 8974 LM Investment Management Limited (In Liquidation) - FMIF Proof of Debt Adjudications

I refer to the below correspondence seeking clarification as to whether or not you intend seeking an
indemnity from the fund’s assets in respect of two admitted proofs of debt and bearing in mind you have
14 days to do so from the date of admittance.

It is unclear from your correspondence of the date the proofs were admitted however the latest date to
advise me of a creditor indemnity claim under the court order dated 17 December 2015 would be 14 days
from the date of your letter being 3 January 2019.

Can you please therefore clarify your position as soon as possible and respond to the other queries in the
below email

338



Regards

David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490
David.Whyte@bdo.com.au

BDO

Level 10, 12 Creek St

Brisbane QLD 4000

AUSTRALIA

Tel: +617 3237 5999

Fax: +61 7 3221 9227

www.bdo.com.au

&4 Before you print think about the environment

Season’s greetings from all at BDO. We hope you enjoy the festive season and wish you a productive and
prosperous 2019. Our Brisbane and Sunshine Coast offices will close on Saturday, 22nd December and will reopen
on Monday, 7th January.

BDO in Australia is proud to be placed as the fastest growing mid-tier firm in the country.

Source: Australian Financial Review (AFR) Top 100 Accounting Firms report

Follow us...

BDO (QLD) Pty Ltd, ABN 45 134 242 434 is a member of a national association of separate entities which are all members of BDO Australia Ltd
ABN 77 050 110 275, an Australian company limited by guarantee. BDO (QLD) Pty Ltd and BDO Australia Ltd are members of BDO International
Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms, Liability limited by a
scheme approved under Professional Standards Legislation, other than for the acts or omissions of financial services licensees.

BDO is the brand name for the BDO network and for each of the BDO member firms.

The information in this email and any attachments is confidential. If you are not the named addressee you must not read, print, copy, distribute, or use in any
way this transmission or any information it contains. If you have received this message in error, please notify the sender by return email, destroy all copies and
delete it from your system. Any views expressed in this message are those of the individual sender and not necessarily endorsed by BDO. You may not rely on
this message as advice unless subsequently confirmed by fax or letter signed by a Partner or Director of BDO. It is your responsibility to scan this communication
and any files attached for computer viruses and other defects. BDO does not accept liability for any loss or damage however caused which may result from this
communication or any files attached. A full version of the BDO disclaimer, and our Privacy Statement, can be found on the BDO website at
httg://www.bdo.com.au or by emailing administrator@bdo.com.au.

On 21 Dec 2018, at 1:13 pm, David Whyte <David. Whyte@bdo.com.au> wrote:

Thanks for providing a copy of two proofs of debt admitted by
the liquidator.

| note that you do not state whether or not the liquidator is
making a claim for indemnity against the LM First Mortgage
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Income Fund’s assets. Your letter simply says that the proofs
have been admitted.

In accordance with the court order dated 17 December 2015,
the liquidator is required to notify me of any Creditor
Indemnity Claim within 14 days after any debt or claim is
admitted by the liquidator in the winding up of LMIM.

Could you please clarify the position in relation to the proofs of
debt and, if the proofs are intended to be the subject of a
Creditor Indemnity Claim under paragraph 6 of the order,
please confirm that and make that claim to me in writing so
that | know the timeframes that the order requires be adhered
fo.

Given the substantial claims advanced by me in the
proceedings against the auditors, it would not seem
appropriate for there to be an indemnity for the EY invoices.
Could you please clarify your position in that respect and
confirm whether there is a claim for indemnity for those
invoices.

Please also confirm if you have now ruled on all proofs of debt
that relate to the FMIF, and if not when that will be completed
as it would seem more efficient to rule on all and subject one
indemnity claim rather than to do it in a piecemeal way.

Regards
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David

On 20 Dec 2018, at 2:39 pm, Lobb, Renee < > wrote
Dear David,
Please refer to the attached correspondence.
Kind regards,

Renee Lobb
Senior Director, Corporate Finance & Restructuring

FTI Consulting
+61732254976 T | +61 408 811 969 M | +61 7 3225 4999 F

Level 20, CP1
345 Queen Street
Brisbane QLD 4000, Australia
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Confidentiality Notice:

This email and any attachments may be confidential and protected by legal privilege. If you are not the
intended recipient, be aware that any disclosure, copying, distribution or use of the e-mail or any
attachment is prohibited. If you have received this email in error, please notify us immediately by replying
to the sender and then delete this copy and the reply from your system. Thank you for your cooperation.
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CONSULTING

25 January 2019
Our Ref: RCL_8974l4

BDO

Level 10, 12 Creek Street
BRISBANE QLD 4000
Attention: David Whyte

By Email: David.Whyte@bdo.com.au

Dear Mr Whyte

RE: LM Investment Management Limited (In Liquidation) (LMIM) ACN 055 691 426
Proof of Debt Adjudication

I refer to previous correspondence concerning the proof of debt process being undertaken by myself
as Liquidator.

As you are aware, a further claim was received from King & Wood Mallesons on behalf of Ernst and
Young on 20 December 2018. A copy of the proof of debt with respect to the LM First Mortgage
Income Fund (“FMIF”) is *attached. The claim seeks a right of indemnity from the assets of FMIF.

I'am presently reviewing this claim and have issued a notice to King & Wood Mallesons requesting
that their client provide further information to enable the adjudication of the claim to be performed.
Given the complexity of the claim, twenty-eight (28) days have been allowed to provide the
information requested.

Following my receipt and review of this information, | will provide you with the outcome of my
adjudication.

FTI Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Level 20, CP1 | 345 Queen Street | Brisbane QLD 4000 | Australia
Postal Address | GPO Box 3127 | Brisbane QLD 4001 | Australia
+61 7 3225 4900 telephone | +61 7 3225 4999 fax | fticonsulting.com

Liability limited by a scheme approved under Professional Standards Legisiation.
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25 January 2019
Page 2 of 2

Should you have any further queries please contact Renee Lobb of this office on (07) 3225 4976 or
Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

/ S~

John Park
Liquidator

*Attach.

ﬁl—' T I
CONSULTING

343



Subregulation 5.6.49(2)

FORM 535
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)
To the Liquidators of LM Investment Management Limited (In Liquidation) (“LMIM”):

This is to state that LMIM in its capacity as responsible entity for the LM First Mortgage Income Fund
(Receivers and Managers Appointed) (Receiver Appointed) ARSN 089 343 288 (“FMIF”) was on 19 March
2013, and still is, justly and truly indebted

to EY (also known as Ernst & Young) (A Firm) (Creditor)
(name of creditor)

of 111 Eagle Streef, Brisbane, QLD, 4000
(address of creditor)

for $181,005,000.00 plus interest and legal costs
The Creditar submits this proof for adjudication by the liquidators pursuant to the Corporations Act 2001

{Cth} and the Orders of Jackson J made 17 December 2015 in Supreme Court of Queensland proceedings
number 3508 of 2015 and reserves the right to amend or adjust any amounts set out in this proof.

Particulars of the

Date Consideration Amount ($) Remarks
(date when the debt arose) (state how debt arose and attach (include details of voucher
supparting documentation) substantiating payment)
18 February 2008 Engagement as auditor of the full $181,005,000.00 To the extent the
year and half year financial plus interest and  contraventions
statements of LMIM as RE of the legal costs contained in the Sixth
FMIF and the yearly compliance Further Amended
plans for the period 1 July 2007 to 30 Statement of Claim are
June 2012 (copy of 2008 proven (which is
engagement letters attached) and denied), the Creditor will
claims particularised in the Sixth suffer loss and damage
Further Amended Statement of Claim (in addition to the
served on 30 November 2018 in existing legal costs)
Supreme Court of Queensland because of the conduct
proceedings number 2166 of 2015 of LMIM as RE of the
(copy attached). FMIF in contravention of
Chapter 5C of the
Corporations Act 2001

(“Act”) which is
recoverable under
sections 1325(2) and
(5)(c) of the Act.

Further, for negligent
misrepresentation,
misleading and
deceptive conduct and
breach of contract on
the basls of the audit
engagements and
statements contained in
the Financial Audit and
the Compliance Plan
Letters of
Representation (in the
form as per the
attached example
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1. To my knowledge or belief the Creditor has not, nor has any person by the Creditor's order, had or
received any satisfaction or security for the sum or any part of it except for the foliowing
(insert p rs of all securlties held. If the securities are on the property of the company, assess the value of those securities, If
any bills or other negoliable securities are held, show them in a scheduls In the foflowing form).

Date Drawer Acceptor Amount Due Date
($c)
N/A N/A N/A N/A N/A

*3B. I am the Creditor's agent authorised in writing to make this statement in writing. | know that the debt was incurred
for the consideration stated and that the debt, to the best of my knowledge and belief, remains unpaid and

unsatisfied.

* ltems 3A & 3B - defete both if the Creditor is a natural person and this proof is made by the Creditor personally. In other cases,
I, for example, you are the director of a corporate Creditor or the solicitor or accountant of the Creditor, you sign this form as the
Creditor's authorised agent (delete item 3A). If you are an authorised employee of the Creditor (credit manager efc), delete ltem

3B.
| have attached the following documents (tick as many as appropriate):
Oinvolces OJudgement from Court [ClLetters of demand O Orders from Company
[OMonthly statements O statutory demand [Credit application O Guarantee from Company
Creditors authority letter [JOther documents
i
Lg Dated 20 Name: Philip Pan, Partner, King & Wood Mallesons Solicitors
3
T  signatory
Phone (07) 3244 8081 Email address: ohilin.oan@au kwm.com
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Tel: +61 7 3237 5999 Level 10, 12 Creek St

Fax: +61 7 3221 9227 Brisbane QLD 4000
www.bdo.com.au GPO Box 457 Brisbane QLD 4001
Australia

Via email: john.park@fticonsulting.com

John Park

FT1 Consulting
Level 20, CP1

345 Queen Street
BRISBANE QLD 4000

31 January 2019

Dear John

LM INVESTMENT MANAGEMENT LIMITED (IN LIQUIDATION) (“LMIM”) AS RESPONSIBLE ENTITY OF THE
LM FIRST MORTGAGE INVESTMENT FUND ARSN 089 343 288 (“FMIF”)

Proof of Debt Adjudication

| refer to your letter dated 25 January 2019, which enclosed a copy of a further proof of debt you
received on 20 December 2018 from King & Wood Mallesons on behalf of EY (also known as Ernst &
Young) (the “20 December EY proof”). The 20 December EY proof claims an amount of $181,005,000
against LMIM in its capacity as responsible entity for the FMIF, which is said to have been owing as at
19 March 2013.

Your letter said that you are currently reviewing this claim and have issued a notice to King & Wood
Mallesons requesting further information within 28 days. Although you have noted in your letter that
the 20 December EY proof seeks an indemnity from the assets of the FMIF, | am not treating your letter
as notice of a Creditor Indemnity Claim within the meaning of the Orders of Jackson J made on 17
December 2015, since under that Order, you are required to first adjudicate on the claims made
against LMIM and then, if you admit a claim against LMIM and identify a claim for indemnity against the
FMIF assets, notify me of any Creditor Indemnity Claim.

Please let me know urgently if you disagree.
I note the following about the 20 December EY proof:

1. The proof is dated 20 December 2018, and you have said you received it on that date. However, |
note that your notice to creditors of LMIM inviting formal proofs of debt requested that proofs to
be lodged by 2 October 2018.

BDO Business Restructuring Pty Ltd ABN 90 134 036 a member of al as ion of i es which are all BDO
Australia Ltd ABN 77 050 110 275, an Australian co limited by gu BDO ess Res and BDO Austra embers of
BDO In a UK co ted by gua e, and form ein L BDO netwaork of independent member firms. Liability limited
by a sc under P Standards lation, othe the issions of financial services licensees. 346



2. Ireceived a letter from you dated 20 December 2018 by email from Renee Lobb of FT I, together
with a copy of proofs of debt by EY and Norton Rose Fulbright. In your letter, you informed me
that you had received and admitted a claim by EY in the amount of $158,896.51, and the copy of
the proof of debt lodged by EY received with that letter was dated 30 April 2013 and addressed to
“The Administrators of LM Administration Pty Ltd” (not to the liquidators of LMIM). It was for the
amount admitted by you against LMIM.

3. Then on 31 December 2018, | received an email from Kelly Trenfield saying that:

a. she confirmed that only two claims had been admitted and notified to me on 20 December
2018 and “all claims received as at the time of notification had been accessed and these were
the only claims to which a right of indemnity was sought”; and

b. subsequent to that, additional claims had been received from Ernst & Young via their legal
representatives which had not been reviewed; it was not said what the claims were for.

4. On 16 January 2019 you wrote to me to tell me that you had received a revised proof of debt from
King & Wood Mallesons on EY’s behalf. You provided a copy of that proof, which was dated 14
January 2019 and claimed an amount owing on 19 March 2013 of $158,896.51 “plus interest and
tegal costs”; this proof was addressed to LMIM in its capacity as responsible entity for the FMIF.
Again, no mention was made in your letter of the 20 December EY proof, which had been lodged
on 20 December 2018.

5. Ireceived the 20 December EY proof from you on 25 January 2019.

Against that background, could you please:

1. Explain (if you know anything about the circumstances) why there was such a lengthy delay in the
provision of the 20 December EY proof, which was not provided until more than two months after
the date by which you had requested that proofs of debt be provided?

2. Explain why there was a delay between the provision of the 20 December EY proof to you, and
your provision of that proof to me on 25 January 2019, given that it asserts a claim against LMIM in
its capacity as responsible entity of the FMIF?

3. Provide to me a copy of your request to King & Wood Mallesons for further information to enable
adjudication of the claim?

Further, while the adjudication of the claim is of course a matter for you, | note that the proof appears

to assert a claim against the property of the FMIF which relies on the proceeding commenced by me

against EY in Supreme Court proceeding 2166 of 2015 (the EY Proceeding).

It is my view that it is not appropriate that the claims asserted by EY be dealt with in the context of
the proof of debt regime for the following reasons:

1. the proof is incompetent in so far as it claims loss and damage recoverable under section 1325 of
the Corporations Act. That is, the claim asserts that if the contraventions in the EY Proceeding are
successful, the creditor will suffer loss and damages recoverable under sections 1325(2) and (5)(c)
of the Corporations Act. However, in order to assert a right to participate in the division of assets
of the company, EY must have a “claim” within the meaning of s553, founded on an existing legal
right. In this case, EY has nothing more than a right to initiate proceedings in respect of their
claim. Further, their claim is dependent on the Court exercising its discretion in respect of the
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order sought under section 1325(2). For this reason, they cannot obtain from the liquidator the
relief they seek, they can only achieve this relief by a successful application to the Court. Until
such time as their claim has been determined, no legal obligation of LMIM exists and as such, there
is no “claim” within the meaning of s553. In this regard, we refer you to the decisions of Vagrand
Pty Ltd (in lig) v Fielding (1993) 41 FCR 550 at 553, BE Australia WD Pty Ltd (subject to a deed of
company arrangement) v Sutton (2011) 82 NSWLR 336 at [106] and Central Queensland
Development Corp Pty Ltd v Sunstruct Pty Ltd (2015) 231 FCR 17 at [58]-[65] (Besanko, Gilmour
and Rangiah JJ);

2. as to the balance of the 20 December EY proof, wherein EY assert a claim based on negligent
misrepresentation, misleading and deceptive conduct and breach of contract, it is not appropriate
that these claims be dealt with in the context of the proof of debt procedure given the seriousness
of the claim and the degree of complexity of the legal and factual issues involved. If EY intend to
make any claim of the kind set out in the 20 December EY proof then it is appropriate that they
make that claim in the EY Proceeding.

Could you please respond to my requests above as soon as possible; | ask for a response within seven
days. Of course, my rights in relation to the 20 December EY proof are reserved.

Yours faithfully

David Whyte
Receiver
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4 February 2019

Our Ref: AJT:JTW:20170943
Your Ref: Mr Schwarz

Tucker & Cowen

Level 15
15 Adelaide Street
BRISBANE QLD 4000
By Email: dschwarz@tuckercowen.com.an
anase@tuckercowen.com.an
Dear Colleagues

LM Investment Management Limited (In Liquidation) (Receivers Appointed) (“LMIM?”)
Supreme Court of Queensland Proceeding Number BS3508/2015

We refer to Mr Nase’s email to the Associate to Justice Jackson on the afternoon of Friday, 2 February
2019 which attached an application dated 1 February 2019 seeking orders which would ultimately lead
to the payment of an interim distribution from the property of FMIF of up to $40M among the
members of the FMIF (“the Application”). You have also sought to list an interlocutory application for
“mechanical service orders” in respect of the Application for hearing later this week.

We understand that our respective clients have been in discussions since late last year in respect of the
proofs of debt and claims which have been made by EY (represented by Mr Pan of King & Wood
Mallesons, whom we have copied to this correspondence). Our client will continue dealing directly
with Mr Whyte on the issues the subject of the correspondence which has recently passed between
them.

It would seem uncontroversial that whilst the EY proofs of debt have not yet been adjudicated upon in
circumstances where our client has sought further information from EY, the quantum of the one of the
EY proofs (being for $180M in round figures), would totally consume all assets of FMIF.
Consequently, dealing with that claim directly impacts upon the appropriateness of any interim
distribution being paid from FMIF (noting also the flow on effect in respect of the settlement of the
“Feeder Fund Litigation™). This is particularly so in circumstances where there is litigation on foot
between FMIF and EY on the very subject matter of the relevant EY proof of debt.

Mr Whyte has been notified that our client considers that the EY proofs will be the subject of an
indemnity claim against the assets of the FMIF.

Given all of the above, our client’s current view is that the pending court proceeding involving FMIF
and EY is likely to provide the appropriate forum for determination of the claims which have been
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made by EY against LMIM (and hence FMIF) (and the proof of debt process is perhaps an
inappropriate forum by which that is to occur).

Despite our client being particularly concerned to see money returned to FMIF members as soon as
possible, Mr Park is concerned that any application made seeking approval for an interim distribution
to be paid from FMIF may be premature pending the outcome of the EY court proceeding. Our client
is also conscious of the potential impact upon the settlement of the “Feeder Fund Litigation”.

In these circumstances, our client has instructed us to write to you to raise his concerns with a view to
there not being further wasted monies spent on advancing an application for approval to pay an interim
distribution from FMIF (or associated interlocutory orders) if the true position is as outlined above.

We have copied in all relevant parties so that they too may outline their views on this issue.

We await your prompt response.

Yours faithfully

(.':_-) ;/l ~ /—;
Ashley Tiplady
Partner

Direct 07 3004 8833
Mobile 0419 727 626
ATiplady@RussellsLaw.com.au

CC: HWL Ebsworth
Mr David O’Farrell
dofarrell@hwle.com.au

Ms Elizabeth Singleton
esingleton@hwle.com.au

King & Wood Mallesons

My Philip Pan
Philip. Pan@au. kwm.com

20170943/2581320
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cker&CowenSolicitors.

TCS Solicitors Pty Lid. / AGN 610 321 509

Level 15, (5 Adelaicle $1. Brishane, Qld 4000 / GPO Box 345 Brishane Qtd 4001
Telephone 07 300 300 00 / Facsimile. 07 300 300 33 7 www.tuckercowen com au

Prineipals.

. , : N ) . Richard Cowen

Our reference; Mr Schwarz / Mr Nase 4 February 2019 David Schwarz,
Justin Marschke.

Your reference Mr Tiplady / Mr Walsh Daniel Davey,
Consuliant

David Tucker.

Mr Ashley Tiplad Special Counsel
! €y liplady Geoff Hancock
Russells Lawyers Email: .com.au Alex Nase.

Brisbane Qld 4000

Dear Colleagues

Brent Weston.
Marcelle Webster,

Associztes,
Emily Anderson.
James Morgan.
Scotl [lornscy.
Paul Armit.
Wesley Hill.

Re: LM Investment Management Limited (In Liquidation) (Receivers & Managers Appointed) (“LMIM’);

Park & Muller and LMIM as Responsible Entity of the LM First Mortgage Income Fund (“Z#/F") v David Whyte
Supreme Court of Queensland Proceeding No. 3508/2015

Application filed by Mr Whyte on 1 February 2019 for authority to make interim distribution (“the Application”)

We refer to your letter dated 4 February 2019.

a
f
if
and LMIM is entitled to claim indemnity from the FMIF with respect to the proof (which our client doubts), the maximum
amount of the proof is limited to and is at best, a set-off against, any judgment against EY in the Auditor’s Proceeding.

Accordingly, we are instructed by our client to proceed with the application filed on 1 February 2019 for authority to make an
interim distribution to FMIF members (“the Application”).

Wouldyoup  letus ,by  of business today, whether your client intends to appear at the return of the application
for service o, and wh  either or both of the dates proposed in the email from His Honour's Associate of 1
February 2019 are suitable?

Yours

& Cowen
Direct Email: anase@tuckercowen.com.au
Direct Line: (07) 3210 3503

Individual liability limited by a scheme approved under Professional Standards Legislation

Mesvrexch\datavradixdm\documents\immatter\1 701664\01635523-002 docy
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Melissa Nel —

From: Renee Maclean on behalf of Alex Nase

Sent: Wednesday, 6 February 2019 9:44 AM

To: ‘philip.pan@au.kwm.com'

Cc: Alex Nase; David Schwarz

Subject: LM Investment Management Limited

Attachments: Letter to Mr Philip Pan King & Wood Mallesons.pdf; BS3508.15 Sealed Application.pdf; Letter

from Russells to Tucker & Cowen.pdf

Dear Colleagues

Please find attached correspondence and enclosures for your attention.

Yours faithfully,

Sent on behalf of Alex Nase, Special Counsel
E: anase@tuckercowen.com.au | D: 07 3210 3503 | M: 0423 386 195

by:
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Dear Colleagues

Our reference:

Your reference:

Mr Philip Pan

Mr Schwarz / Mr Nase

King & Wood Mallesons

cker&CowenSolicitors,

TGS Solicitors Pty. Lid. 7 ACN 610 321 509

Level 1515 Adelaide St. Brisbane, QId. 4000 7 GPO Box 345, Brishane, Qld 4001,
Telephone, 07 300 300 00 /7 Facsimile. 07 300 300 33 / ww.(uckercowen.com.au

6 February 2019

Email;

Principals.
Richard Gowen
David Schwarz.

Justin Marschke,
Danicl Davey.

Consultant
David "Tucker.

Special Counsel.
Geoff Hancock.
Alex Nage

Brent Weston.
Marcelle Webster.

Assuciales.
Emily Anderson.
James Morgau.
Scott Hornsey,
Paul Armit.
Wesley 11ill.

Re: LM Investment Management Limited
Supreme Court of Queensland Proceeding No. 3508/2015

We act for Mr David Whyte, in his capacity as the Court appointed receiver of the LM First Mortgage Income Fund (FMIF), in
the above proceeding.

We for your information an application filed by our client on 1 February 2019 seeking authority of the Court to make
an interim distribution from the assets of the FMIF to FMIF investors (“the Application”).

We further refer to and a letter from Russells Lawyers dated 4 February 2019 concerning the Application, sent to us on
behalf of the liquidator of LM Investment Management Limited (In Liquidation) (“LMIM"), which was copied to you.

This letter refers to the proof of debt dated 20 December 2018 lodged by your client, EY (also known as Ernst & Young) (AFirm)
(EY), in the liquidation of LMIM for $181,005,000 plus interest and legal costs (‘the proof of debt”"). The proof of debt has not
been ruled upon yet and we reserve our client’s position in that regard.

The proof of debt asserts that your client’s claim is against LMIM in its capacity as RE of the FMIF and, as such, purports to
assert a right of indemnity against the assets of the FMIF. However, it seems to our client that the claims made by the proof of
debt:

L. are merely reflective of, and contingent upon, the claims made against your client in proceeding 2166 of 2015
(“Auditor’s Proceeding”) being successful; and

2. even if the proof of debt is admitted and LMIM is entitled to claim indemnity from the FMIF with respect to the claim
made in the proof of debt (which our client disputes), the maximum amount of the proof is limited to and is at best,
a set-off against, any judgment against your client in the Auditor’s Proceeding,

In other words, we anticipate that despite the proof of debt your client would have no objection to the making of the interim
distribution proposed by the Application. We are instructed to request your client’s confirmation that:

L. the amount claimed by the proof of debt is limited to the amount of any judgement or orders made against your
client in the Auditor’s Proceeding; and

Atesvrexch\data\radixdm\documents\immatle\1701664\01635566-007.docx
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Mr Ashley Tiplady
Russells Lawyers, Brisbane -2- 6 February 2019

2. your client will only press the proof of debt in the event of and to set-off against judgment or orders in the Auditor’s
Proceeding imposing  liability on your client to LMIM as responsible entity of the FMIF.

In the circumstances, we would appreciate your client’s prompt response to this correspondence.

Yours faithfully

AlgxMNase
Tifcker & Cowen

Direct Email; anase@tuckercowen.com.au
Direct Line: (07) 3210 3503

Individual liability limited by a scheme approved under Professional Standards Legislation.

\\tesvrexch\data\radixdm\documents\immatter\1 701664\01635566-007.docx
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First Applicant:

Second Applicant:

First Respondent:

Second Respondent

SUPREME COURT OF QUEENSLAND

REGISTRY: Brisbane
NUMBER; BS3508/2015

Il\)IVES'IMENT MANAGEMENT LIMITED (IN LIQUIDATION)
D

AND

AND

DAVID WHYTE AS TIIE 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

AND

SAID JAHANI IN HIS CAPACITY AS RECEIVER AND MANAGER OF THE
ASSETS, UNDERTAKINGS, RIGIITS 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 110 247 875
AND THE LM INSTITUTIONAL CURRENCY PROTECTED AUSTRALIAN
INCOME FUND ARSN 122 052 868

APPLICATION

TUCKER & COWEN
Solicitors

Level 15, 15 Adelaide Street
Brisbane, Qld, 4000.

First Respondent Tel: (07) 300300 00

Fax: (07) 300300 33
701664\01634799-001 docx
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2 -

TAKE NOTICE that the First Respondent is applying to the Court for the following orders:-

1.

Pursuant to section 601NF(2) of the Cosporations Act2001 (Cth) (“the Act”), orders that:

(@)

®)

the First Respondent is authorised and empowered to exetcise the powers of, and is
tesponsible for the functions of, the Second Applicant as the responsible entity of the LM
First Mortgage Income Fund (“FMIF”) as set out in clause 16.7(c) of the constitution of
the FMIF, to make an interim distribution from the property of the FMIF of up to $40
million among the members of the FMIF;

in the event that any of the conditions precedent to the Deed of Settlement and Release
resolving Supreme Court proceedings 13534/15 have not been satisfied or will not be
satisfied by the making of the interim distribution, the First Respondent is authorised to
withhold payment of the interim distribution to:

) LM Investment Management Limited (In Liuidation) ACN 077 208 461 (LMIM)
as responsible entity of the LM Currency Protected Australian Income Fund ARSN
110 247 875,

(if) LMIM as responsible entily of the LM Institutional Currency Protected Australian
Income Fund ARSN 122 052 868; and

(iif)  The Trust Company Limited ACN 004 027 749 as custodian of the property of the
LM Wholesale First Mortgage Income Fund ARSN 099 857 511.

A declaralion that each member holding “Class C” Units in the FMIF (having invested in one of
the “Non-Australian Dollar Currency Hedged Fixed Term Investment Options”) is entitled to be
paid in the winding up of the FMIF amounts calculated by reference to that member's “Unit
Balance” recorded in the “Investor Master Register”, as adjusted for the foreign exchange spot rate
between the “Investment Currency” recorded in the “Investor Master Register” and the Australian
Dollar prevailing:

(@) as at the time of each distribution in the winding up; or

b in the alternative, as at the date of the commencement of the winding up of the FMIF,
namely 8 August 2013, or

© in the further alternative, as at the date or dates of that member's investment or

investments, renewal of investrnent or investments and/o re-investrent or re-investments
immediately prior to commencement of the winding up of the FMIF, as applicable,

Under rule 116 of the Uniform Civil Procedure Rules 1999 (Qld) (“UCPR™), orders that service of
this application on the members of the FMIF be effected by:

(@) posting a notice substantially in the form of Annexure A to this Order (the Notice) to the
website “Imfmif.com” (the Website):

b sending 4 copy of the Notice to all members of the EMIF by each member's preferred
method for distribution of notices recorded on the Register;

© in relation to any member of the FMIF whose preferred method of distribution is by

forwarding il to the email address of a financial advisor, service is to be effected by sending

WTCSYREXCINData\RadixDMADocuments\LM¥Matlen\ 1 701664\01634799-001docx
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-3-

the Notice to the financial advisor by email and identifying in the email the member to
whom the Notice is directed;
(@ in relation to any member of the FMIF whose preferred method of distribution is by

forwarding it to the postal address of a financial advisor, service is to e effected by sending
the Notice by post addressed to the member “care of” the postal address of the financial

advisor.

4 Under rule 116(3) of the UCPR, an order that service of this application be deemed to have been
effected on each of the members of the FMIF five (5) days after orders 3(a) to 3(d) above have been
complied with.

5 Under rule 116 of the UCPR, an order that service by the First Respondent of documents to be served

on the members of the FMIF in relation to this application (including any affidavits or
submissions) be effected by the First Respondent causing such documents to be posted to the
Website.

6. Under rule 116(3) of the UCPR, an order that setvice of any documents referred to in paragraph 5
above be deemed effected on each of the members of the FMIF five (5) days after all the documents
are posted to the Website pursuant to order 5 above.

7 An order that the First Respondent’s costs of and incidental to this application be costs in the
winding up of the FMIF, to be paid out of the assets of the FMIF.

8 Such further or other order as the Court sees fit.

Orders 3 to 6 of the orders sought by this application will be heard by the Court at Brisbane on: at

Orders 1.and 2 of the orders sought by this application will be heard by the Court at Brisbane on a date to be
fixed.

Filed in the Brishane Registry on

Registrar:
1f you wish to oppose this application or to argue that any must appear
before the Court in person or by your lawyer and you shall be heard. at the hearlng the

ordets sought may be made without further notice to you.

On the hearing of the application the applicant intends to rely on the following affidavits:

L. Affidavit of David Whyte to be sworn

THE APPLICANT ESTIMATES THE HEARING OF ORDERS 3 TO 6 SHOULD BE ALLOCATED 20 MINUTES
THE APPLICANT ESTIMATES THE HEARING OF ORDERS 1 AND 2 SHOULD BE ALLOCATED UP TO 1 DAY

\TCSVREXCHNDaua\RadixDX\Documents\LMMatier\| 701664\0 1634799-00 1 doc
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Signed:

& Cowen
Description: Solicitors for the First Respondent
Dated: 1 February 2019

Other than as to orders 3 to 6, this application is to be served on:
L. The Members of the LM First Mortgage Income Fund ARSN 089 343 288

2 ment Li (In Liquidation)
) as the sible entity of the
88 ("EMIF”)
AND
LMIM as responsible entity of the FMIF

C/- Russells Lawyers
Level 18

300 Queen Street
Brisbane QId 4000

/- HWL Ebsworth
Level 19, 480 Queen Street
Brisbane QLD 4000

\WICSVREXCH\Data\RadisDM\Docu ments\MMatter\ 1 70 1666\01634799-001 docx
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-5-
ANNEXURE A

TO THE MEMBERS OF THE LM FIRST MORTGAGE INCOME FUND ARSN 089 343 288
(RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED) (“FMIF”)

TAKE NOTICE that David Whyte, as the person appointed pursuant to section 601NF of the
Corporations Act 2001 (Cth) to take responsibility for ensuring that the FMIF is wound up in
accordance with its constitution and as receiver of the property of the FMIF (Mr Whyte), has
applied to the Supreme Court of Queensland:-

1. for authority to make an interim distribution from the property of the FMIF of up to
$40 million among the members of the FMIF;
2. to determine the proper entitiements of members holding “Class C” Units in the

FMIF, having invested in one of the “Non-Australian Dollar Currency Hedged Fixed
Term Investment Options”,

The Class C Unitholders invested in the FMIF in foreign currencies and are recorded in the
“Investor Master Register” (the Register) as holding units in the “Investment Currency" listed
in the Register. In order to pay those unitholders their proper entitlements in the interim
distribution, and in subsequent distributions in the winding up of the FMIF, it is necessary to
determine the foreign exchange spot rate at which to convert their units into Australian
Dollars. The different possible rates are as follows:

(a) the rate as at the time of the interim distribution; or

(b) in the alternative, the rate as at the date of the commencement of the winding up
of the FMIF, namely 8 August 2013; or

(c) in the further alternative, the rate as at the date or dates of that member's
investment or investments, renewal of investment or investments and/or re-
investment or re-investments immediately prior to commencement of the winding
up of the FMIF, as applicable.

This application is set down to be heard by the Supreme Court of Queensland at
Brisbane on [date] at [time)].

Copies of the court documents in respect of the application will be available on the website
www.Imfmif.com. Court documents will be made available progressively, as and when they
are filed with the Court,

Any member who reasonably requires a hard copy of the application and supporting material
should call BDO on +61 7 3237 5999.

Dated: [date]
David Whyte

Court Appointed Receiver

WICSYREXCINata\RadixDMDociments\LMMatler\1 70 1664\01634799-001 docx
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4 February 2019

Our Ref: AJT:JTW:20170943
Your Ref: Mr Schwarz

Tucker & Cowen

Level 15
15 Adelaide Street
BRISBANE QLD 4000
By Email: dschwarz@tuckercowen.com.au
anase@tuckercowen.com.an
Dear Colleagues

LM Investment Management Limited (In Liquidation) (Receivers Appointed) (“LMIM”)
Supreme Court of Queensland Proceeding Number BS3508/2015

We refer to Mr Nase’s email to the Associate to Justice Jackson on the afternoon of F riday, 2 February
2019 which attached an application dated 1 February 2019 seeking orders which would ultimately lead
to the payment of an interim distribution from the property of FMIF of up to $40M among the
members of the FMIF (“the Application”). You have also sought to list an interlocutory application for
“mechanical service orders” in respect of the Application for hearing later this week.

We understand that our respective clients have been in discussions since late last year in respect of the
proofs of debt and claims which have been made by EY (represented by Mr Pan of King & Wood
Mallesons, whom we have copied to this correspondence). Our client will continue dealing directly
with Mr Whyte on the issues the subject of the correspondence which has recently passed between
them.

It would seem uncontroversial that whilst the EY proofs of debt have not yet been adjudicated upon in
circumstances where our client has sought further information from EY, the quantum of the one of the
EY proofs (being for $180M in round figures), would totally consume all assets of FMIF.
Consequently, dealing with that claim directly impacts upon the appropriateness of any interim
distribution being paid from FMIF (noting also the flow on effect in respect of the settlement of the
“Feeder Fund Litigation”). This is particularly so in circumstances where there is litigation on foot
between FMIF and EY on the very subject matter of the relevant EY proof of debt.

Mr Whyte has been notified that our client considers that the EY proofs will be the subject of an
indemnity claim against the assets of the FMIF.

Given all of the above, our client’s current view is that the pending court proceeding involving FMIF
and EY is likely to provide the appropriate forum for determination of the claims which have been
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ence (and the proof of debt process is perhaps an
isto

Despite our client being particularly concerned to see money returned to FMIF members as soon as
possible, Mr Park is concerned that any application made seeking approval for an interim distribution
to be paid FMIF m ema utcome Our client
is also con sof the p mp ment of ”,

In these circumstances, our client has instructed us to write to you to raise his concerns with a view to
there not being further wasted monies spent on advancing an application for approval to pay an interim
distribution from FMIF (or associated interlocutory orders) if the true position is as outlined above.

We have copied in all relevant parties so that they too may outline their views on this issue.

We await your prompt response.

Yours faithfully

Ashley Tiplady
Partner

Direct 07 3004 8833
Mobile 0419 727 626
ATiplady@RussellsLaw.com.au

CC:  HWL Ebsworth
Mr David O’Farrell
dofarrell@hwle.com.au

Ms Elizabeth S n
es n@hwle.com.au

King & Wood Mallesons

My Philip Pan
Philip. Pan@au. kwm.com

20170943/2581320
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7 February 2019
Our Ref: RCL_897417

BDO

Level 10, 12 Creek Street
BRISBANE QLD 4000
Attention: Mr David Whyte

By Email: David.Whyte@bdo.com.au

Dear Mr Whyte

RE: LM Investment Management Limited (In Liquidation) (LMIM) ACN 055 691 426
Proof of Debt Adjudication

I refer to previous correspondence concerning the proof of debt process being undertaken by myself
as Liquidator to identify claims against the LM First Mortgage Income Fund (“FMIF”} and to your
correspondence dated 31 January 2019.

| address below the queries raised in your 31 January 2019 correspondence, in the order they appear
in the correspondence as follows:

¢ The Ernst and Young 20 December 2018 proof of debt (“EY POD”) was provided to you as a
courtesy, for your information only at this time;

e lam yet to adjudicate on the EY POD, nor have a made a determination or notification to you
as to any right of indemnity from FMIF assets;

® As the proof of debt process is not being conducted by the Liquidator for the purpose of
declaring a dividend, creditors are able to lodge a proof of debt at any point in time. The delay
in the provision of the EY POD is not a matter known to me.

* The separate Ernst and Young Proof of Debt referred to in your point 2 for $158,896.51 was
subsequently revised via the proof of debt dated 14 January 2019 which was provided to you
in my correspondence dated 16 January 2019. This amount has been admitted and | have
formed a view the claim has a right of indemnity from FMIF assets;
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®  With respect to your points 3 and 4 and subsequent point 1, | respond further as follows:

o The EY POD was received by our office after close of business on 20 December 2018,
being some hours after the 20 December 2018 correspondence had been finalised
and issued to you;

o Given the late receipt of the EY POD prior to the Christmas office closure period, | had
not reviewed the EY POD until after my return to this office in January 2019. Further,
upon receipt of the EY POD we sought to obtain legal counsel as to the most
appropriate course of action, given the nature of the claim and proceedings on foot;

o We also sought to discuss the EY POD with King & Wood Mallesons to determine the
background of the claims and again, to determine the most appropriate course of
action given the nature of the claim and the intertwined nature of the claim and the
audit proceeding.

o | have not adjudicated on this proof of debt, nor formed a view as to its right of
indemnity from FMIF assets;

o Arequest for further information was issued to enable me to properly assess the EY
POD. A copy of that request is *attached;

o Following receipt of the requested information | will revert to you with my
adjudication on the EY POD and whether | consider the EY POD to have a right of
indemnity against FMIF assets.

I note the points raised by you with respect to the EY POD and Supreme Court proceeding 2166 of
2015 and will take those under consideration in my eventual adjudication of the claim. | have not yet
determined whether or not it is appropriate for these claims to be dealt with in the context of a proof
of debt regime. Upon receipt of the additional information as requested from King & Wood Mallesons
on behalf of EY | will be in a better position to decide if such an evaluation is able to be undertaken in
the circumstances. In accordance with the revised Orders, you have the ability to review the
adjudication should you not agree with my eventual determination.

Should you have any further queries please contact Renee Lobb of this office on (07) 3225 4976 or
Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

John Park
Liquidator
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25 January 2019
Our Ref: KAT_8974RFI_EY

Ernst & Young

C/- King & Wood Mallesons
Level 33, Waterfront Place
1 Eagle Street

BRISBANE QLD 4000

By email: cameron.mew@au.kwm.com
philip.pan@au.kwn.com

Dear Sirs

RE: The Creditors of LM Investment Management Limited (in Liquidation) (Receivers Appointed)

(“the Company”) and the Funds
Formal proof of debt or claim - further particulars required

I refer to previous correspondence relating to the Company, the Funds, and to the following Formal

Proofs of Debt or Claim (POD) from Ernst & Young (“EY”) dated 20 December 2018:

Claimant

POD Amount ($)

LM First Mortgage Income Fund

181,005,000.00
plus interest and legal costs

LM Currency Protected Australian Income Fund

40,583,109.06
plus interest and legal costs

LM Institutional Currency Protected Australian Income Fund

5,044,18.30
plus interest and legal costs

LM Wholesale First Mortgage Income Fund

9,432,090.76
plus interest and legal costs

The proofs of debt are for unliquidated amounts as no judgment has been delivered in respect of
Supreme Court Proceeding 2166/15 (“the EY Proceeding”). Further, the proofs of debt do not reconcile

with amounts stated in the EY Proceeding further amended statement of claim,
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With respect to your assertion that EY has the right to be subrogated as LM Investment Management
Limited is able to be indemnified from the property of the FMIF, you have not had regard to the
17 October 2017 decision of Justice Jackson, where His Honour held that the claimed right of payment
from the assets of the FMIF was suspended until the resolution of the Clear Accounts Proceeding.

Based on the above, further information is required to enable the adjudication of the EY proofs of
debt. A formal notice is *attached outlining the information required.

Should you have any queries, please contact Renee Lobb of my office on (07) 3225 4976 or via email
at Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

/

John Park
Liquidator

*Attach.
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subregulation 5.6.53(3)
subregulation 5.6.66(3)
Corporations Act 2001

NOTICE REQUIRING FURTHER EVIDENCE IN SUPPORT OF PROOF OF DEBT OR CLAIM

LM Investment Management Limited (In Liquidation) (Receivers Appointed)
ACN 077 208 461 (the “Company”)

To: Ernst & Young
C/- King & Wood Mallesons
Level 33
Waterfront Place
1 Eagle Street
BRISBANE QLD 4000

Take notice that | require further evidence as detailed below in support of the Formal Proof of Debt
or Claim (Form 535) submitted by you.

Additional Information Required:

* Abreakdown of each claim including all timesheets to support legal costs and audit fees;

* Itemised statement to evidence interest claims;

e Details as to the factual basis of EY’s claim including:
o The conduct of LM Investment Management Limited which contravenes Chapter 5C;
o Grounds for negligent misrepresentation and misleading and deceptive conduct and

breach of contract; and
® Summary which enables the Liquidator to reconcile the proof of debts claimed to specific
sections of the further amended statement of claim.

Please note that unless the abovementioned evidence is supplied within 28 days after the date of this
notice, you may be excluded from the benefit of any distribution made to unsecured creditors, should
a distribution occur.

Dated: 25 January 2019

[/

John Park
Liquidator
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From: Lobb, Renee <Renee.Lobb@fticonsulting.com>

Sent: 7 February 2019 4:41 PM

To: David Whyte <David.Whyte@bdo.com.au>

Cc: Park, John <John.Park@fticonsulting.com>; Trenfield, Kelly <Kelly.Trenfield@fticonsulting.com>

Subject: The Creditors of LM Investment Management Limited (In Liquidation) (Receivers Appointed) and the Funds

David,

Please refer to the attached correspondence.

With respect to your email of this afternoon, | confirm all information received from EY and King & Wood Mallesons

on EY’s behalf has been provided to you. Nothing further has been received at this time.

Regards,

Renee Lobb

Senior Director, Corporate Finance & Restructuring

FTI Consulting

+61732254976 T | +61 408 811 969 M | +61 7 3225 4999 F

Level 20, CP1
345 Queen Street

Brisbane QLD 4000, Australia

Proudly supporting

From: David Whyte <David.Whvte
Sent: Thursday, 31 January 2019 1:58 PM

To: Lobb, Renee <
Cc: Park, John <

bdo.com.au>

>; Trenfield, Kelly <

Subject: RE: The Creditors of LM Investment Management Limited (In Liquidation) (Receivers Appointed) and the

Funds

Please refer attached letter.

Regards

David

DAVID WHYTE

Partner

Direct: +61 7 3237 5887
Mobile: +61 413 491 490

BDO

Level 10, 12 Creek St
Brisbane QLD 4000
AUSTRALIA

Tel: +617 3237 5999
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From: Ubank, Ashleigh < >

Sent: 25 January 2019 4.06 PM

To: David Whyte < >

Cc: Lobb, Renee < >; Park, John < >; Trenfield, Kelly
< >

Subject: The Creditors of LM Investment Management Limited (In Liquidation) (Receivers Appointed) and the Funds

Dear Mr Whyte,

Please refer to the attached documents regarding The Creditors of LM Investment Management Limited (In
Liquidation) (Receivers Appointed) and the Funds.

Regards,

Ashleigh Ubank
Executive Assistant Il| Corporate Finance & Restructuring

FTI Consulting
+61732254938D | +617 32254999 F

345 Queen Street, Level 20,

Brisbane City, QLD 4000

www.ftico ulting.com

What makes FTI Consulting unique? Check out the FTi here

Proudly supporting
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7 February 2019
Our Ref: RCL_897417

BDO

Level 10, 12 Creek Street
BRISBANE QLD 4000
Attention: Mr David Whyte

By Email: David.Whyte@bdo.com.au

Dear Mr Whyte

RE: LM Investment Management Limited (In Liquidation) (LMIM) ACN 055 691 426
Proof of Debt Adjudication

 refer to previous correspondence concerning the proof of debt process being undertaken by myself
as Liquidator to identify claims against the LM First Mortgage Income Fund (“FMIF”) and to your
correspondence dated 31 January 2019.

I address below the queries raised in your 31 January 2019 correspondence, in the order they appear
in the correspondence as follows:

e The Ernst and Young 20 December 2018 proof of debt (“EY POD"”) was provided to you as a
courtesy, for your information only at this time;

e lam yet to adjudicate on the EY POD, nor have a made a determination or notification to you
as to any right of indemnity from FMIF assets;

® As the proof of debt process is not being conducted by the Liquidator for the purpose of
declaring a dividend, creditors are able to lodge a proof of debt at any point in time. The delay
in the provision of the EY POD is not a matter known to me.

* The separate Ernst and Young Proof of Debt referred to in your point 2 for $158,896.51 was
subsequently revised via the proof of debt dated 14 January 2019 which was provided to you
in my correspondence dated 16 January 2019. This amount has been admitted and | have
formed a view the claim has a right of indemnity from FMIF assets;
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e With respect to your points 3 and 4 and subsequent point 1, | respond further as follows:

o The EY POD was received by our office after close of business on 20 December 2018,
being some hours after the 20 December 2018 correspondence had been finalised
and issued to you;

o Given the late receipt of the EY POD prior to the Christmas office closure period, | had
not reviewed the EY POD until after my return to this office in January 2019. Further,
upon receipt of the EY POD we sought to obtain legal counsel as to the most
appropriate course of action, given the nature of the claim and proceedings on foot;

o We also sought to discuss the EY POD with King & Wood Mallesons to determine the
background of the claims and again, to determine the most appropriate course of
action given the nature of the claim and the intertwined nature of the claim and the
audit proceeding.

o | have not adjudicated on this proof of debt, nor formed a view as to its right of
indemnity from FMIF assets;

o Arequest for further information was issued to enable me to properly assess the EY
POD. A copy of that request is *attached;

o Following receipt of the requested information | will revert to you with my
adjudication on the EY POD and whether | consider the EY POD to have a right of
indemnity against FMIF assets.

I note the points raised by you with respect to the EY POD and Supreme Court proceeding 2166 of
2015 and will take those under consideration in my eventual adjudication of the claim. | have not yet
determined whether or not it is appropriate for these claims to be dealt with in the context of a proof
of debt regime. Upon receipt of the additional information as requested from King & Wood Mallesons
on behalf of EY | will be in a better position to decide if such an evaluation is able to be undertaken in
the circumstances. In accordance with the revised Orders, you have the ability to review the
adjudication should you not agree with my eventual determination.

Should you have any further queries please contact Renee Lobb of this office on (07) 3225 4976 or
Renee.Lobb@fticonsulting.com.

Yours faithfully
FT! Consulting

John Park
Liquidator
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25 January 2019
Our Ref: KAT_8974RFI_EY

Ernst & Young

C/- King & Wood Mallesons
Level 33, Waterfront Place
1 Eagle Street

BRISBANE QLD 4000

By email:

Dear Sirs

RE: The Creditors of LM Investment Management Limited (in Liquidation) (Receivers Appointed)

(“the Company”) and the Funds
Formal proof of debt or claim - further particulars required

I refer to previous correspondence relating to the Company, the Funds, and to the following Formal

Proofs of Debt or Claim (POD) from Ernst & Young (“EY”) dated 20 December 2018:

Claimant

LM First Mortgage Income Fund

LM Currency Protected Australian Income Fund

LM Institutional Currency Protected Australian Income Fund
LM Wholesale First Mortgage Income Fund

The proofs of debt are for unliquidated amounts as no judgment has been delivered in respect of
Supreme Court Proceeding 2166/15 (“the EY Proceeding”). Further, the proofs of debt do not reconcile

POD Amount ($)

181,005,000.00
plus interest and legal costs
40,583,109.06

plus interest and legal costs

5,044,18.30

plus interest and legal costs
9,432,090.76

plus interest and legal costs

with amounts stated in the EY Proceeding further amended statement of claim.
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With respect to your assertion that EY has the right to be subrogated as LM Investment Management
Limited is able to be indemnified from the property of the FMIF, you have not had regard to the
17 October 2017 decision of Justice Jackson, where His Honour held that the claimed right of payment
from the assets of the FMIF was suspended until the resolution of the Clear Accounts Proceeding.

Based on the above, further information is required to enable the adjudication of the EY proofs of
debt. A formal notice is *attached outlining the information required.

Should you have any queries, please contact Renee Lobb of my office on (07) 3225 4976 or via email
at Renee.Lobb@fticonsulting.com.

Yours faithfully
FTI Consulting

/

John Park
Liquidator

*Attach.
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subregulation 5.6.53(3)
subregulation 5.6.66(3)
Corporations Act 2001

NOTICE REQUIRING FURTHER EVIDENCE IN SUPPORT OF PROOF OF DEBT OR CLAIM

LM Investment Management Limited (In Liquidation) (Receivers Appointed)
ACN 077 208 461 (the “Company”)

To: Ernst & Young
C/- King & Wood Mallesons
Level 33
Waterfront Place
1 Eagle Street
BRISBANE QLD 4000

Take notice that | require further evidence as detailed below in support of the Formal Proof of Debt
or Claim (Form 535) submitted by you.

Additional Information Required:

* Abreakdown of each claim including all timesheets to support legal costs and audit fees;

® ltemised statement to evidence interest claims;

¢ Details as to the factual basis of EY’s claim including:
o The conduct of LM Investment Management Limited which contravenes Chapter 5C;
o Grounds for negligent misrepresentation and misleading and deceptive conduct and

breach of contract; and
* Summary which enables the Liquidator to reconcile the proof of debts claimed to specific
sections of the further amended statement of claim.

Please note that unless the abovementioned evidence is supplied within 28 days after the date of this
notice, you may be excluded from the benefit of any distribution made to unsecured creditors, should
a distribution occur.

Dated: 25 January 2019

/

John Park
Liquidator
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Tel: +61 7 3237 5999 Level 10, 12 Creek St
Fax: +61 7 3221 9227 Brisbane QLD 4000
www.bdo.com.au GPO Box 457 Brisbane QLD 4001

Australia

Via email: john.park@fticonsulting.com

John Park

FTI Consulting
Level 20, CP1

345 Queen Street
BRISBANE QLD 4001

14 February 2019

Dear Mr Park

LM FIRST MORTGAGE INCOME FUND ("FMIF") CREDITOR INDEMNITY CLAIM CONFIRMED BY EMAIL
DATED 24 JANUARY 2019 - PROOF OF DEBT LODGED BY EY, DATED 14 JANUARY 2019

| refer to:

1. The Orders dated 17 December 2015 in proceeding 3508/15 (“the Orders”) Unless the context
otherwise requires, terms defined in the Orders have the same meaning in this letter;

2. Your letter dated 20 December 2018, enclosing a Proof of Debt dated 30 April 2013 lodged by EY in
the sum of $158,896.51;

3. My request for further information in relation to this Proof dated 2 January 2019;
Your response dated 16 January 2019. Your letter dated 16 January 2019 enclosed a revised proof
of debt lodged by EY dated 14 January 2019 in the sum of $158,896.51 (“EY Proof”), which
replaces the earlier proof;

5. Ms Lobb’s email dated 24 January 2019 confirming that you have identified a Creditor Indemnity
Claim with respect to the EY Proof.

6. MsLobb’s email dated 7 February 2019 advising, amongst other things, that no further information
has been received from EY at that time.

Under paragraph 8(b) of the Orders, within 30 days of receipt of an Eligible Claim, or of any
information requested in accordance with paragraph 8(a) of the Orders, | am required to accept the
Eligible Claim as one for which LMIM has a right to be indemnified from property of the FMIF, reject the
Eligible Claim, or accept part of it and reject part of it.

I note that I have not yet received all of the information requested in my email dated 2 January 2019 -
specifically, | have not received a copy of any engagement letter relating to the review or any
supporting documentation detailing the time spent/the work performed by EY with respect to the audit
of the December 2012 accounts, nor have you informed me that the requested information will not be
provided, - and accordingly, the time for me to decide whether to accept, reject or accept in part or
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reject in part, the Creditor Indemnity Claim (claim for indemnity) made against the FMIF with respect
to the claim notified by the EY Proof has not yet begun to run.

I have reviewed the EY Proof and the supporting documents.

The EY Proof states that the debt arose in December 2012, and that the consideration is “Engagement
as auditor of the half-year financial statements of LMIM as RE of the FMIF for the period 1 July 2012
to 31 December 2012.”

I have not been provided with a copy of any letter of engagement.

A copy of EY’s Standard Terms and Conditions has been provided. Item 23 of the General Terms and
Conditions provides “You shall pay us for all work in progress, services already performed and
expenses incurred by us up to and including the effective date of termination of this agreement.
Payment is due 14 days following receipt of our invoice for these amounts.”

EY’s review of the financials statement for the half-year ending 31 December 2012 was not completed.
The following two invoices from EY have been provided:

1. Invoice No. AU00100324826 dated 15 March 2013 in the sum of $116,836.50. This invoice is
expressed to be for “Progress bill for 31 December 2012 after your review of LM First Mortgage
Income Fund”; and

2. Invoice No. AU00100327917 dated 8 April 2013 in the sum of $42,060.01. This invoice is
expressed to be for “Billing with respect to 31 December 2012 half year review of LM First
Mortgage Income Fund for work performed up to and including 18 March 2013”.

I have not been provided with any further details of the work performed by EY.

Claim by LMIM as RE of the FMIF against EY

As you are aware, LMIM as RE of the FMIF has commenced Supreme Court of Queensland Proceeding No
2166/15 (“Auditor’s Action”) against EY claiming the sum of up to approximately $201 million plus
interest and costs. The claims are detailed in the Sixth Further Amended Statement of Claim, a copy of
which has been provided to you by EY.

If the claims made in the Auditor’s Action are successful and judgment is obtained against EY in a sum
exceeding the amount of EY’s Proof, then no amount is owing by LMIM as RE of the FMIF to EY.

My present view is that, given the claims made against EY in the Auditor’s Action, the Creditor
Indemnity Claim made in respect of the claim notified by the EY Proof should be rejected.

However, in the circumstances, it is appropriate for my determination as to whether to accept, or
reject the Creditor’s Indemnity Claim with respect to the claim notified by the EY Proof to be
postponed until after the Auditor’s Action is resolved.

Would you please let me know if you are agreeable to that course?
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Clear Accounts Rule

I also note that, as you are aware, the trustee’s right of indemnification is subject to the Rule known
as the clear accounts rule.

I have summarised the effect of the clear accounts rule and the claims relied upon by me to invoke the
clear accounts rule in my letter to you notifying you of, and providing written reasons for, my
determination in relation to the Creditors Indemnity Claim made in respect of the proof of debt lodged
by Norton Rose Fulbright Australia.

I'note that, if the Creditors Indemnity Claim made in respect of the claim notified by the EY Proof is
properly admitted against the FMIF (which | doubt for the reasons given above), the effect of the clear
accounts rule is that LMIM’s claim for indemnity against the FMIF with respect to the proof of debt
lodged by EY:

1. is suspended until the Drake Proceeding (Supreme Court of Queensland Proceeding 12317/2014),
the Feeder Fund Proceeding (Supreme Court of Queensland Proceeding 13534/16) and the Clear
Accounts proceeding (Supreme Court of Queensland proceeding no. 11560/16) are resolved; and

2. may not be productive of a money order in LMIM’s favour, in the event that LMIM is found to
have counter-liabilities to the FMIF exceeding the amount which LMIM is entitled to an indemnity
out of the FMIF for.

Yours faithfully

k\-._
— A S

David Whyte
Court Appointed Receiver of LM First Mortgage Income Fund
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Tel: +61 7 3237 5999 Level 10, 12 Creek St

Fax: +61 7 3221 9227 Brisbane QLD 4000
www.bdo.com.au GPO Box 457 Brisbane QLD 4001
Australia

Via email: john.park@fticonsulting.com

John Park

FTI Consulting
Level 20, CP1

345 Queen Street
BRISBANE QLD 4001

14 February 2019

Dear Mr Park

LM FIRST MORTGAGE INCOME FUND (“FMIF”)- PROOF OF DEBT LODGED BY NORTON ROSE, DATED
28 SEPTEMBER 2018; CREDITOR INDEMNITY CLAIM CONFIRMED BY EMAIL DATED 24 JANUARY 2019;
NOTIFICATION OF DECISION ON CREDITOR INDEMNITY CLAIM AND REASONS FOR DECISION

Notification of Decision
| refer to:

1. The Orders dated 17 December 2015 in proceeding 3508/15 (“the Orders”). Unless the context
otherwise requires, terms defined in the Orders have the same meaning in this letter;

2. Your letter dated 20 December 2018, enclosing a Proof of Debt lodged by Norton Rose Fulbright
Australia (“Norton Rose”) in the sum of $315,601.21(“Norton Rose Proof”);

3. My request for further information in relation to this Proof dated 2 January 2019;
Your response dated 16 January 2019; and

5. MsLobb’s email dated 24 January 2019 confirming that you have identified a Creditor Indemnity
Claim with respect to the Norton Rose Proof.

Under paragraph 8(b) of the Orders, within 30 days of receipt of an Eligible Claim, or of any

information requested in accordance with paragraph 8(a) of the Orders, | am required to accept the

Eligible Claim as one for which LMIM has a right to be indemnified from property of the FMIF, reject the

Eligible Claim, or accept part of it and reject part of it.

I hereby give you notice, pursuant to paragraph 8(b) of the Orders, that | reject the Creditors
Indemnity Claim made against the FMIF in respect of the Norton Rose Proof. Specifically, my view is
that:

1. | consider that, but for the clear accounts rule, LMIM would have been entitled to indemnity from
the FMIF in relation to the claim notified by the Norton Rose Proof in the sum of $274,209.75;
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2. The effect of the clear accounts rule is that LMIM’s claimed right of payment from the FMIF with
respect to the claim notified by the Norton Rose Proof is suspended until the claims made against
LM Investment Management Ltd (Receiver Appointed) (In Liquidation) (“LMIM”) in the Drake
Proceeding, the Feeder Fund Proceeding, and the Clear Accounts Proceeding (as defined below)
are resolved, and LMIM has no present right to be indemnified from the FMIF with respect to the
Creditors Indemnity Claim made in relation to the claim notified by the Norton Rose Proof;

3. No amount will be due to be paid to LMIM with respect to the Norton Rose Proof if the amount of
LMIM’s liabilities to the FMIF exceeds the amount in respect of which LMIM is entitled to indemnity
from the FMIF,

Detailed Reasons for Decision

Under paragraph 8(c) of the Orders, if | reject an Eligible Claim, whether in whole or in part, | must
provide you with written reasons for my decision when or within seven days after, giving notice of my
determination.

I now provide reasons for my decision pursuant to paragraph 8(c) of the Orders.

I have reviewed the Norton Rose Proof, and the supporting documents provided, including the letter
from Norton Rose dated 30 September 2014, the schedule of invoices, copies of the invoices, and the
client agreement provided by Norton Rose.

| note that a total of $253,514.02 of the amount claimed by Norton Rose relates to the “ASIC
Investigation” matter, file number 2787923, and a total of $62,087.19 relates to the “Trilogy Funds
Management Limited - change of responsible entity” matter, file number 2789191.

ASIC Investigation Matter

By letter dated 24 September 2012, Norton Rose offered to enter into a costs agreement, with LMIM in
its own right and as responsible entity (“RE”) of the FMIF. The retainer is described as assisting with
the ASIC investigations inquiry including advising on any notices issued by ASIC and the appropriate
response, undertaking any investigations required to respond to ASIC and advising on an appropriate
strategy to sell down or manage redemption of the Fund in consultation with ASIC. The costs
agreement does not appear to be signed by or on behalf of LMIM but | do not think anything turns upon
that if it was sent and LMIM continued to instruct Norton Rose to perform the work.

The letter from Norton Rose dated 30 September 2014 describes the work undertaken in respect of the

ASIC investigation file, as follows:

1. “The majority of discussions and negotiations with ASIC was in respect of the "forward looking"
management of the LMFMIF. This involved negotiations and meetings with ASIC and substantial
reports, and provision of information to ASIC as to the current status of the fund and the steps
which LM intended to take as RE to move to an orderly sale of the assets of that fund;

2. Advise on constitutional amendments, procedure regarding redemption. Settling RG45 Report and
investor communications;
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3. The work also involved an application, following ASIC's invitation at ... one of the meetings held,
by LM as RE of the LMFMIF to make an application for relief from the provisions of section 253E of
the Corporations Law which would allow LM as RE of the Feeder Funds to vote on behalf of those
feeder funds if, as was expected would occur at that time, Trilogy Funds Management Limited
called a meeting of the members of the LMFMIF in order to seek orders to have LM replaced as RE
of that fund. The reasons why that was in the interests of members is discussed below; and

4. Provision of documentation, and responses on specific issues, following the receipt of notices
issued by ASIC.”

I'am satisfied that, on the basis of the information and explanations provided by Norton Rose, that all
or most of the work undertaken on this file was undertaken in LMIM’s capacity as RE of the FMIF.

Trilogy Funds Management File

By letter dated 24 September 2012, Norton Rose offered to enter into a costs agreement with LMIM in
its own right and as responsible entity of, the FMIF, the LM Wholesale First Mortgage Income Fund and
the LM Currency Protected Australian Income Fund. The retainer is described as to advise in respect to
the attempt by Trilogy to replace LMIM “as responsible entity of the “funds”. The costs agreement is
signed by Francene Mulder on behalf of LMIM on 19 October 2012.

The letter from Norton Rose dated 30 September 2014 describes the work undertaken in respect of the
Trilogy Funds Management file, as follows:

1. “As shown by the letter of engagement, the engagement in respect of this matter was on behalf of
LM as responsible entity of the LMFMIF and its 2 feeder funds, LAWFMIF and LMCPAIF, because at
the time, the view was taken that the interests of members was the same, at least for the work
which we were being asked to undertake.

2. The work undertaken involved advice to LM on steps it could take to defeat the application of
Trilogy, not only to be replaced as RE of the feeder funds, but also the expected upcoming
application by Trilogy to call a meeting of members of the main fund to replace LM as RE.

3. Asyou are aware, in the end, Trilogy changed tack and tried to make an application under the
Corporations Law to be appointed as temporary responsible entity, which sparked the subsequent
court litigation.

4. Asyou are also aware, Dalton J. eventually found it was not in the interests of members of the
LMFMIF for Trilogy to be appointed as responsible entity of the LMFMIF (refer paragraph [31] of the
judgment delivered on 8 August 2013).

5. For the same reasons, it was reasonable for LM as RE of the LMFMIF to form the view that the
appointment of Trilogy as RE of the fund was not in the interests of members and therefore
defending attempts by Trilogy to be appointed was in the interests of members.

6. From my review of the accounts on this file, it appears that some of the work done on the
application referred to in paragraph 2.2(2) above was also recorded on this file.
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7. Some of the work the subject of the unpaid invoices on this file also related to assisting LM in its
role as RE of the feeder funds to deal with the handover of the management of those funds to
Trilogy. It may be that some of these accounts should be split between the 3 funds.”

I am satisfied, based on the definition of the clients and the description of work to be performed in the
costs agreement, the descriptions of the work performed provided by Norton Rose and my review of
the invoices, that it is reasonable for the work relating to this file to be apportioned as between the
FMIF and the two Feeder Funds.

I do not propose to undertake a line by line review of the invoices to determine which fund they relate
to.

I am satisfied that, in the circumstances, it is reasonable to altocate one third of the total of the
invoices outstanding for this file, to the FMIF.

Summary

The total amount of the claim by Norton Rose that, but for the clear accounts rule, I would have
accepted against the FMIF is therefore $274,209.75.

Clear Accounts Rule

However, as you are aware, the trustee’s right of indemnification is subject to the Rule known as the
clear accounts rule.

The existence of that rule was noted by Justice Applegarth in his Honour’s judgment in the
KordaMentha Pty Ltd v LM Investment Management Ltd & Anor: see [2016] QSC 183 at [21].

More recently, it was the subject of specific consideration and findings by Justice Jackson in your
client’s first application for indemnity from the FMIF: see [2017] QSC 230 at [124] to [143]. In that
case, LMIM had asserted a right of indemnity against the assets of the FMIF.

I refer in particular to paragraphs [137] to [143] of Justice Jackson’s judgment, as follows (footnotes
omitted):

[137] In some quarters, the clear accounts rule is seen as derived from the rule in Cherry v Boultbee. A

ei ble fromor a pr which Cherry
of e Dacre, Whi wi dering Cherry
at a long series of authorities that “a defaulting trustee

cannot claim a share in the estate unless and until he has made good his default” and that the rule is
based on the theory “that the [c]ourt treats the trustee as having received his share by anticipation”,
meaning that the trustee is treated as already having received its share to the extent of the default.
Modern statements do not gainsay those propositions.

381



[138] In RWG Management, Brooking J considered and rejected an argument that a trustee was
prevented from making a claim for indemnity for expenses against the estate until it has made good the
loss to the estate from default, in the sense of payment of the amount of the default. Instead, he
accepted that the counter-liabilities were to be applied (as if set off) against each other on the principle
set out above, so that the trustee is entitled to any excess in its favour.

[139] To the extent that the reasons of Gordon J in Australian Securities and Investments Commission v
Lettern and ors (No 17) suggest that the trustee’s obligation to make good the default is a condition
precedent to the right to an indemnity, in my view, they should not be taken as requiring anything more
than the process of reducing the amount of the right by the amount of the counter-liabilities in
accordance with the principle stated by Brooking J, as already mentioned.

[140] That may mean that the net amount of the right to an indemnity will not be capable of
ascertainment until the amount of the loss caused by the breach of trust that is the basis of the counter-
liability can be established. But that is a procedural matter, not an element of the right to indemnity or
a matter of substantive defence. Hence, in my view, the statement of Young CJ in Warne v GDK Financial
Solutions Pty Ltd; Billingham v Parberry that the trustee has a prima facie right to indemnity but an
order for accounts will be made if there is doubt about a default that suspends the right of the trustee
while the accounts are taken is correct. This reflects how matters would have proceeded in an
administration action in equity involving an allegation of breach of trust.

[141] Gordon J in Lettern accepted that a breach of certain “core” duties will as a matter of course
result in a loss of the right to indemnity for an associated expense. However, it is necessary to distinguish
that statement from the operation of the clear accounts rule or the wider rule in Cherry v Boultbee.
That statement was not concerned with either principle, but a trustee’s right to indemnity for an expense
incurred in connection with the postulated breach of a core duty. There is no principle that the operation
of the clear accounts rule is confined to a trustee’s right to indemnity for an expense connected with a
breach of trust.

[142] Following these steps, in the present case, reduction of the amount of the right of indemnity by
the amount of the claim for the counter-liabilities in proceeding BS11560/16 would exceed the amounts
claimed by LMIM for payment for indemnity for expenses, even if the claim for indemnity were otherwise
accepted as one made for expenses properly incurred by LMIM as trustee or responsible entity.

[143] It follows that the clear accounts rule operates to “suspend” the claimed right to payment from
the assets of the FMIF until the resolution of that claim and that LMIM’s indemnity claims, to the extent
that they are otherwise maintainable, should not be finally resolved until the claim in proceeding
BS11560/16 is resolved.

Identification of Claims made against LMIM
LMIM as RE of the FMIF has made the following claims against LMIM in its personal capacity:

1 the claims made by LMIM as RE of the FMIF against LMIM in the Clear Accounts proceeding
(Supreme Court of Queensland proceeding no. 11560/16). The Amended Claim and Statement of
Claim filed in that proceeding has been served on your client. The quantum of the claim is yet to
be finalised, but includes claims for the aggregate amounts of approximately $13.7 million and
$12.9 million plus interest;
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2. aclaim for the sum of approximately $15.5M plus interest and costs in the Drake Proceeding
(Supreme Court of Queensland Proceeding 12317/2014). A copy of the Third Further Amended
Statement of Claim filed in that proceeding has been served on LMIM. This proceeding is due to
go to trial in April of 2019;

3. aclaim for the sum of approximately $56M plus interest and costs in the Feeder Fund Proceeding
(Supreme Court of Queensland Proceeding 13534/16). A copy of the Second Further Amended
Statement of Claim in that proceeding has been served on LMIM.

Relevantly, the effect of the clear accounts rule is that LMIM’s Creditor Indemnity Claim (claim for
indemnity) against the FMIF with respect to the claim notified by proof of debt lodged by Norton Rose:

1. is suspended until the Drake Proceeding, the Feeder Fund Proceeding and the Clear Accounts
proceeding are resolved; and

2. may not be productive of a money order in LMIM’s favour, in the event that LMIM is found to have
counter-liabilities to the FMIF exceeding the amount which LMIM is entitled to an indemnity out of
the FMIF for in respect of the Norton Rose Proof.

If you have any queries or wish to discuss, please do not hesitate to contact me.
Yours faithfully

David Whyte

Court Appointed Receiver of LM First Mortgage Income Fund
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Our reference: Mr Schwarz / Mr Nase

Your reference: Mr Tiplady / Mr Walsh

cker&CowenSolicitors.

TGS Solicitors Ply. Ltd. /ACN 610 321 509

Level 15. 15 Adelaide St. Brisbane. Qld. 4000 / GPO Box 345, Brisbane. Qld. 4001
Telephone. 07 300 300 00/ Facsimile. 07 300 300 33 / www.luckercowen.com.au

14 February 2019 Principals.
Richard Cowen.

David Schwarz.

Justin Marschke.

Daniel Davey.

Cousultant.

Mr Ashley Tiplady David Tucker:
Russells Lawyers Email: o 1
b Qd 400 e
Alex Nase,
Brent Weslon,
Marcelle Webster.

Dear Colleagues
Assaciates.
I s ; . “« ) Emily Anderson.
Re: LM Investment Management Limited (In Liquidation) (Receivers & Managers Appointed) (“ZMIM’); James Motgan,
Park & Muller and LMIM as Responsible Entity of the LM First Mortgage Income Fund (“FMIF’) v David Whyte Scott Hornsey.

Paul Armit.

Supreme Court of Queensland Proceeding No. 3508/2015

We refer to the orders dated 17 December 2015 (“the Orders”), to your letter dated 4 February 2019 and to the letter from your
client to our client dated 7 February 2019.

Your letter says that “Mr Whyte has been that our client s that the EY Proofs “will be the subject of an

claim the assets of the FMIF”

Our client’s understanding of the current status of the proofs of debt lodged by EY is as follows:-

L.

By email dated 24 January 2019, Ms Lobb of your client confirmed that a Creditor's Indemnity Claim has been
identified by your client with respect to the claim notified by the Proof of Debt lodged by EY dated 14 January 2019
in the sum of §158,896.51 (“First EY Proof”).

Our client requested further information in relation to that Creditor’s Indemnity Claim by email dated 2 January
2019 to your client, your client’s letter to our client dated 16 January 2019 provided a partial response to that
request.

On 24 January 2019, our client wrote to Ms Lobb to note that there were two outstanding requests. On 24 January
2019, Ms Lobb informed our client that your client is yet to receive that information from EY and that our client
will be informed if that information cannot or will not be provided.

On 7 February 2019, your client wrote to our client to confirm that this proof of debt has been admitted and your
client has formed the view that the claim has a right of indemnity from the FMIF, As there has not yet been a
response to the outstanding request for information identified in our client’s email of 24 January 2019, the time
for our client to decide whether to admit or reject this claim for an indemnity under the Orders has not yet begun
to run; and

On 25 January 2019, your client provided our client with a copy of a Proof of Debt dated 20 December 2018 in
which EY claims the sum of approximately $180 million from the FMIF (“Second EY Proof’). On 7 February
2019, Mr Park wrote to Mr Whyte to confirm that this Proof was provided to our client as a courtesy, for his
information only at this time, that your client is yet to adjudicate on this Proof of Debt nor has he made a
determination or notification to our client as to any right of indemnity from FMIT assets.

Would you please let us know as soon as possible if the above summary does not reflect your client’s understanding of the
current status of the EY proofs?
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Mr Ashley Tiplady
Russells Lawyers, Brisbane -2- 14 February 2019

In the circumstances, our client’s present view is that it would be appropriate for:

1. the time for our client to decide whether to accept or reject the Creditor’s Indemnity Claim with respect to the First
EY Proof to be extended until after the claims made by our client in the Auditor’s Action have been resolved. There
is no utility in our respective clients incurring further costs in relation to this proof of debt in circumstances where,
if the claims made by our client in the Auditor’s Proceeding are successful, they will well and truly overwhelm the
claim made by EY, with the result that no amount will be due to EY; and

A the claims made in respect of the Second EY Proof to be determined as part of the Auditor’s Proceeding, rather
than via the proof of debt process under the Orders. Given the factual and legal complexities associated with this
proof of debt, and the claims relating to the Auditor’s Proceeding, this claim is not readily amenable to resolution
by way of the proof of debt process.

Please let us know if your client agrees, in principle with the above points? If so, we will seek instructions from our client in
relation to submitting appropriate variations to the Orders (if that is necessary), for your client’s consideration, with a view to
the parties seeking consent orders from His Honour.

We look forward to hearing from you.

Yours faithfully

Tucker & Cowen
Direct Email: anase@tuckercowen.com.au
Direct Line: (07) 3210 3503

Individual liability limited by a schene approved under Professional Standards Lepislation,
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10.

11

remuneration plus GST against the various Funds. This course has meant that the GST
position is neutral for LMIM. I cause the GST to be remitted to the Commissioner of
Taxation on the basis of the supply by me of services to LMIM, I have followed this course
in respect of all of the LM Funds.

In my experience as a liquidator, and specifically as someone who has been a liquidator of
a corporate trustee, I have followed the above course. In my experience, this is the usual
way for liquidators to claim remuneration that is for the benefit of a company in liquidation

that is the trustee of a trust.

In respect of GST claims made in respect of the other funds, those funds have made claims
for input tax credits in respect of remuneration and other amounts, The Commissioner for

Taxation has previously allowed those claims.

Expenses Application

12,

13.

14.

15

Deponent

Atp h 52 and 53 of my 10 August 2018 affidavit I referred to current liabilities in
respect of LMIM in respect of the payment of legal expenses and also in respect of work in

progress in respect of work being carried out by Russells.

I am informed by Mr Tiplady of Russells and verily believe that as of today’s date the
current liabilities to pay outstanding legal expenses and invoices that have not yet been paid
total $1,257,195.30. The work in progress of Russells is now in excess of $350,000.00.

The decisions of Park & Muller (Liquidators of LM Investment Man t Ltd) v Whyte No 3
(2017] QSC 230 (“the Indemnity Decision") and Park & Muller (Liquidators of LM Investment
Management Ltd) v Whyte No 2 [2017] QSC 229 (“the Remuneration Decision") clarified
my right to seek an indemnity from the First Mortgage Income Fund ("FMIF") and how
my expenses ought to be apportioned. Prior to those decisions, expenses had been
apportioned to the Funds in accordance with my earlier legal advice, namely on the basis
of funds under management. In light of the Indemnity Decision, I consider that I ought to
g0 back and review all expenses that have been claimed and re-allocate all of those expenses
to the Funds on a pari passu basis and ascertain what adjusting payments may need to be

made once expenses have been re-allocated.

I anticipate that that will be a time-consuming task, not least for the reason that each
expense item will need to be considered and re-allocated. I am currently considering my
position as to how it is best carried out. I may need to apply to the Court for directions as

to the appropriate method to conduct this exercise.

Page 3
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16.  In addition to the re-allocation task, I intend to make a further claim for approval of
expenses incurred to date, including for orders that the expenses be paid from the trust

assets.

17. All the facts and circumstances herein deposed to are within my own knowledge, save such
as are deposed to from information only, and my means of knowledge and sources of

information appear in this my affidavit.

Sworn by the Deponent on 5 September 2018 at Brisbane in the presence of:

..................................................................

JOHN RICHARD PARK :
Deponent Lawyer/Commissioner for Declarations/JP

Katie Hodson-Thomas JP B387
Justice of the Peace
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18-0166

Australian Securities and Investments Commission
Corporations Act 2001 — Subsections 111AT(1) and 601QA (1) — Exemption

Enabling legislation

1. The Australian Securities and Investments Commission makes this instrument under
subsections 111AT(1) and 601QA(1) of the Corporations Act 2001 (dco).

Title

2. This instrument is ASIC Instrument 18-0166.

Commencement

3. This instrument commences on the day it is signed.

Exemption

4, LM Investment Management Limited (in liquidation) (receivers appointed) ACN
077 208 461 in its capacity as the responsible entity (Responsible Entity) of LM
First Mortgage Income Fund ARSN 089 343 288 (Scheme) does not have to comply
with:

(a) the disclosing entity provisions in Part 2M.3 of the Act in relation to a
financial year or half-year of the Scheme; and

(b)  section 601HG of the Act in relation to a financial year of the Scheme.

Conditions

5. The Responsible Entity must comply with any obligation to which the exemption
applies by no later than the last day of the deferral period.

Where exemption applies

6. The exemption applies where the Responsible Person does, or causes to be done (or,
where the Responsible Person fails to do so, the Responsible Entity although not
being required to do, within 28 days of becoming aware that the Responsible Person
has failed to do so, does, or causes to be done), the following:

(@  publishes in a prominent place on the website maintained by the Responsible
Person for the Scheme (or, in the case of the Responsible Entity, the
Responsible Entity publishes on a website maintained by it for the purpose of
providing information to members of the Scheme), a copy of this instrument
accompanied by a notice explaining the relief granted by this instrument;

(b)  prepares and makes available to members of the Scheme within 3 months after
the end of each relevant period, a report for the relevant period which includes
the following information unless disclosure of that information would be
prejudicial to the winding up:
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(i) information about the progress and status of the winding up of the
Scheme, including details (as applicable) of:

A. the actions taken during the period;

B. the actions required to complete the winding up;

C.  the actions proposed to be taken in the next 12 months;
D. the expected time to complete the winding up; and

(i) the financial position of the Scheme as at the last day of the relevant
period (based on available information);

(iii) financial information about receipts for the scheme during the period; and
(iv) the following information at the end of the period:

A.  the value of scheme property; and

B. any potential return to members of the Scheme; and

(c)  maintains adequate arrangements to answer, within a reasonable period of time
and without charge to the member, any reasonable questions asked by members
of the Scheme about the winding up of the Scheme.

7. The exemption ceases to apply on 16 March 2020.
Interpretation
8.  In this instrument:

deferral period means the period starting on the date this instrument is signed and
ending on 16 March 2020.

disclosing entity provisions has the meaning given by section 111AR of the Act.

relevant period, in relation to a report, means each period of 6 months starting on 1
January 2018.

Responsible Person means the person appointed under subsection 601NF(1) of the
Act to take responsibility for ensuring that the Scheme is wound up in accordance
with its constitution.

Dated this 15™ day of March 2018.

Signed by Andrew Duffy
as a delegate of the Australian Securities and Investments Commission
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Amended pursuant to Rule 378 of the Uniform Civil Procedure Rules 1999 (Qld).

Signed: GO\FJ—" \14",

Dated: 21 June 2018
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This claim in this proceeding is made in reliance on the following facts:

Parties

I

LM Investment Management Limited (In Liquidation) (Receivers and Managers
Appointed) ACN 077 208 461 (“LMIM”):

(2)
(b)

(c)
(d)

is and was at all material times a company duly incorporated according to law;

1s and was at all material times the responsible entity (“RE”) of the LM First
Mortgage Income Fund ARSN 089 343 288 (formerly the LM Mortgage Income
Fund) (“FMIF”), a registered managed investment scheme under the
Corporations Act 2001 (“the Act”);

was placed into voluntary administration on 19 March 2013; and

was placed into liquidation on 1 August 2013, and John Richard Park and Ginette
Dawn Muller of FTI Consulting were appointed as its joint and several
liquidators.

2. Pursuant to Orders of Dalton J dated 21 August 2013 (“the Orders”), LMIM was
directed to wind up the FMIF, subject to, inter alia, the appointment of Mr David
Whyte referred to in paragraph 3 below.

3. Pursuant to the Orders, Mr David Whyte:

(a) was appointed pursuant to section 601NF(1) of the Act to take responsibility for
ensuring that the FMIF is wound up in accordance with its Constitution;

(b)  was appointed pursuant to s 601NF(2) of the Act as receiver of the property of the
FMIF,

(¢) has, inrelation to the property of the FMIF, the powers set out in s 420 of the Act;

(d) is authorised to bring, defend or maintain any proceedings on behalf of the FMIF
in the name of LMIM as is necessary for the winding up of the FMIF in
accordance with clause 16 of its Constitution; and

(e) is entitled to bring and brings these proceedings in the name of LMIM as RE of
the FMIF.

The Defendants

4. LMIM:

(a) is and was at all material times the RE of the LM Currency Protected Australian
Income Fund ARSN 110 247 875 (“CPAIF”);
(b)  was at all material times until 16 November 2012 the RE of the LM Wholesale

First Mortgage Income Fund ARSN 099 857 511 (“WFMIF”); and

Page 2 of 33
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10.

1.

(c) is and was at all material times the RE of the LM Institutional Currency Protected
Australian Income Fund ARSN 122 052 868 (“ICPAIF”),

(together, known as the “Feeder Funds”).

At all material times each of the funds constituting the Feeder Funds was a unit trust
and a registered managed investment scheme under the Act.

On 16 November 2012, the RE of the WFMIF changed from LMIM to Trilogy Funds
Management Limited (Trilogy), and thereby and pursuant to s.601FS of the Act the
rights, obligations and liabilities of LMIM in relation to the WFMIF become rights,
obligations and liabilities of Trilogy, except for:

(a) any right of LMIM to be paid fees for the performance of its functions before it
ceased to be the RE of the WFMIF; and

(b) any right of LMIM to be indemnified for expenses it incurred before it ceased to
be the RE of the WFMIF; and

(c) anyright, obligation or liability that LMIM had as a member of the WEMIF ; and

(d) any liability for which LMIM could not have been indemnified out of the
property of the WFMIF if it had remained the RE of the WFMIF.

At all material times from 16 November 2012, the RE of the WFMIF was Trilogy.

On 18 October 2013, LMIM determined to wind up the CPAIF under s.601NC of the
Act.

On 18 October 2013, LMIM determined to wind up the ICPAIF under s.601NC of the
Act.

On 16 November 2015, Gayle Dickerson and Said Jahani of Grant Thornton were
appointed by Custom House Currency Exchange (Australia) Pty Ltd (“Custom
House”) as joint and several receivers and managers of LMIM in its capacity as RE of
the CPAIF and the ICPAIF pursuant to security interests registered on the Personal
Property Securities Register in favour of Custom House.

to section 601 of the Act;
le
ers 1n
CPAIF:
(b)Y the ible entity for the WFMIF has held at all material and continues
the the
WEMIF;
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AIF

ICPAIF.

12. At al material times. and to section 601 (1) of the Act. each of the CPAIJF.
the and the ICPAIF govermed bv tutions. each of which includes
terms to the elfect

T- f

the
1n the ofa
TO OPETY - 1d
has be
as
If not. the Scheme Property will be held in the of the RE.

Particulars

the CPAIF the WFMIF and the ICPAIF each dated 10 April 2008.

leaded in 1.1
CPAIF and the ICPAIF
AIF
The Trust (PTAL) Limited 008 412 913 (formerlv Trustee
1
Parti lars
PTAL
4 as to
custodian an
ber 2004.
dated
30 November 2011,
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a
terminate PTAL’s custodv fthe proverty of CPAIF by letter dated 19

14. There was a appointed to the scheme of the W in the
a about nam
1
of this The T
Companv Limited ACN 004 027 749 (“TCL™)
Particulars
rch 2002.
but AL
dated 30 N 2011
\%Y
IN
as
2 C
as a
PTAL. the following periods:
2011 I9F
Particulars
was the ICPAIF
of
b
November 2011.
(i1} Mr John Park. in his capacity as a liquidator of LMIM. LMIM to
AL’ 1
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(a) (Clauses 2.1 and 2.2) LMIM appoints PTAL to provide custodian on the

eement.
3.1 PT
hold tle

ation

haldine e asset on PTAL’s hehalf has ane or more of the followine:-

(iv) 1is as mortgagee ot the asset: or
of
asset,

where in  the circumstances this results in PTAL or the person holding the asset

on PTAL’s behalf having effective 1 of the asset for the of its
whether or the the
behalf. as the casc mav be. performs other in relation to the asset).
AL
e ‘Scheme’ 2 and
which vy included from time time the schemes as ed to

13 to 15 above.

to PT
TAL must act on LMIM’s
If
PT su to
take
a Portfolio.
(2)  (Clause 4.3) PTAL is not for reviewing or advisi LMIM on the

Portfolio or part of it nor for anv oI omission to a decision
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4.8 to see of its
accordance with

Instructions from an Auth

TCL

material terms to following effect:-

{a\ ((lanica 2.1 nov annninte TOT and TF‘L annanta the armnintment gg tha
custodian of the Assets of s and conditions of this
Deed.

T
or
sted in
such other fi as mav bhe acreed n g between Trilogv and TCL. which
udes the sed 4 above.
ons:
(1) (sub- (a)) to enter into Contracts or effect in relation
¢ In m an
name. If L isto hold Securities  1ts own name it must. to the extent
Securi  and

ensure that all registers and Certificates of Title record that the Securities

d not for TCL’s own interest.

() (Clause 1.1) ‘Securities’ includes units or other interests managed investment

must
securities invol the Assets of'a Trust unlessith received Prover
is not under the
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Governance of the FMIF
At all material times, pursuant to section 601FC(2) of the Act, LMIM held the
property of the FMIF on trust for its members.
Particulars.
(a) LMIM held assets as trustee for the members of the FMIF,;
(b) LMIM, by its agent, held assets as trustee for the members of the FMIF;
(c) LMIM held rights and interests in the property of the FMIF as trustee for the
members of the FMIF.

+2:19. The terms of the trust on which LMIM held the assets of the FMIF were those
contained in, inter alia;

e Constitution of the FMIF;
tex(b)the Act, to the extent to which it applied the obligations of an RE of a managed
investment fund, including the obligations set out in paragraphs 23 and 41 below

At all material times, and pursuant to section 601FB(1) of the Act, the FMIF was
governed by a Constitution (hereinafter, the “Constitution”), which relevantly
provided to the following effect:

(a) byclausel.1:

‘Mem to a Ider

of the

= the “Responsible Entity”, or “RE” means the company named in
ASIC’s records as the responsible entity of the Scheme and referred to in
this document as the RE who is also the Trustee of the Scheme;

{iv) ___the “Scheme” means the FMIF;

) “Scheme Property” means assets of the Scheme;
ed

(b) by clauses 2.1 and 2.2, the RE is trustee of the Scheme and holds the property of
the Scheme on trust for mMembers ;

(c) by clause 2.3, the RE has appointed
agent to hold the Scheme Property on behalf of the RE;
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(d) Dby clause 3.1, the beneficial interest in the Scheme Property is divided into Units
and, 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 Mzembers under the
Constitution;

(e) by clause 3.2, different Classes (and sub Classes) with such rights and obligations
as determined by the RE from time to time may be created and issued by the RE
at its complete discretion and, if the RE determines in relation to particular Units,
the terms of issue of those Units may climinate, reduce or enhance any of the
rights or obligations which would otherwise be carried by such Units.

S
m E
(i A of Units remains the holder of the Units until the
the bers
21 to the Orders of ] son J dated 17 2015:
910
(¢) Mr Whyte was authorised and wered to exercise the o of. and was

tion.

PTAL was at all material times the custodian of the assets of the FMIF, pursuant to
the terms of

t all material times, LMIM was obliged as RE and as trustee of the FMIF:

(a) to act in the best interests of the members and, if there is a conflict between the
members' interests and its own interests, give priority to the members' interests;

(b)  to treat the members who hold interests of the same class equally and members
who hold interests of different classes fairly;
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(¢)  to ensure that all payments out of the property of the FMIF are made in
accordance with its Constitution and the Act.

Particulars

(i) LMIM was so obliged pursuant to section 601FC(1)(c), (d) and (k) of the
Act, and pursuant to the general law of trusts.

By section 60INE of the Act, and in the premises of paragraph 2 above, LMIM as RE
of the FMIF is obliged to ensure that the FMIF is wound up in accordance with the
Constitution and the Orders.

5. At all material times, the Constitution relevantly provided by clause 16.7 to the effect

that, “[sJubject to the provisions of this clause 16 upon winding up of the Scheme the
RE must:

(a) realise the assets of the Scheme Property;

(b) pay all liabilities of the RE in its capacity as Trustee of the Scheme including, but
not limited to, liabilities owed to any Member who is a creditor of the Scheme
except where such liability is a Unit Holder Liability;

(c) subject to any special right or restrictions attached to any Unit, distribute the net
proceeds of realisation among the Members in the same proportion specified in
Clause 12.4; ...”

Particulars.

(1)  Atall material times, the above terms were contained in the Replacement
Constitution of the FMIF dated 10 April 2008.

Further, the Constitution also included the following terms expressly by reference, or
by necessary implication:

(a) that the administration of the FMIF, including its winding up, is to be carried out
pursuant to the principles of the law of trusts, except where those principles are
inconsistent with the provisions of the Act concerning the obligations of an RE of
a managed investment fund or the express terms of the Constitution;

(b) thatIM , by reference to those principles, is to be
treated as a matter of accounting as having received hat part of
the assets of the FMIF to which it will in due course
become entitle

to the extent of obligation as

RE and trustee of the FMIF to make good to the FMIF any breaches of trust or
duty for which it is responsible;
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(c) that, by reference to those principles, and in relation to any
who is liable to the FMIF:

(1) that cannot share in the FMIF,
without first
satisfying any its-liability to aid of the FMIF; and
(i) that on’s obligation to contribute to the FMIF is treated as
being in satisfaction of ight to share,
in the income or assets of the FMIF to the
extent of their obligation or, in other words, that

ght to share in the income or
assets of the FMIF is appropriated in payment of its-their liability to
contnbute to the FMIF;

(d) that, by reference to those principles, where LMIM as RE of the FMIF has made
an overpayment or wrong payment to any Unitholder, LMIM is entitled to recoup
any such overpayment or wrong payment from any capital or income remaining
in, or coming into LMIM’s hands, to which the overpaid or wrongly paid
Unitholder would otherwise be entitled.

Particulars

(i)  The pleaded terms are incorporated into the Constitution expressly by the
recognition in clause 2 of the Constitution that LMIM was the trustee of the
FMIF for the members of the FMIF.

(i) Inthe alternative, the pleaded terms are to be implied in fact as being clear,
obvious (in light of the law of trusts), reasonable and equitable, necessary to
give business efficacy to the Constitution, and not inconsistent with any
express term of the Constitution.

referred to in sub-paragraphs (a) to (d) of paragraph 26 are were-imposed on LMIM and
in Equity.

_As at 16 November 2012 when Trilogy became the RE of the WFMIF, the rights of
Trilogy as RE of the WFMIF
were thereafter qualified and limited by reference to the

principles referred to in paragraphs 26 and 27 above, insofar as

had applied to LMIM immediately before #LMIM ceased
to be the RE of the WFMIF.

Unit holdings

21 At all material times, there were three different classes of issued Units in the FMIF, as
follows:

(a) Class A units, which were held by ordinary unitholders of the FMIF ;
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(b) Class B units, all of which were held

6-abeve, and all of which were Australian dollar
investments;

(c) Class C units, which were held by unitholders of the FMIF who had invested in

foreign currencies.

_At all material times, Class A and Class B units in the FMIF had the same paid up
value, and the same rights and obligations.

CPAIF Units

31. Atall times the Class B in the FMIF held for the CPAIF (“CPAIF
were
for the CPAIF

Particulars

about PTAL

an
asa as LMIM

11
in the register of members of the FMIF maintained by LMIM under Chapter 2C
FU the as trust

then 8 h

(1) initiallv in the name “The Trust Companv (PTAT.) Limited ATF [As

LM A ” use of
(i)  subseauently in the name “The Companv (PTAL) ted ACF [As
an Income »
201 first that it
removed as of the provertv of the CPAIF with effect 31 March

and
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the

me Fund”,
(a) were held by LMIM as responsible for the CPAIF at all al times until
to PTAL for
the CPAIF  the terms of the Agreement. at all material
() are nnw h A hv T MIM ac reenancikhla far the MPATE
the ve
material as the for the
of'the
C n AIF each

WEFMIF Units

34 At 21l material times the Class B nnits in the FMIF held for the WEMIF “WFMIF

Units™) were scheme property of the WF . held bv the responsible entity for the
Particulars
{a) about Anril 2008 until about November 2011. the WFMIF Un  were held
7 ni
Trustee F 1 LM Wholesale Income Fund”. the use of the

acronvm  TF” instead of “ACF” meaning As Custodian For) being a

in the
Forl LM Morteage In Fund”. the use of acronym

“ATF” being a mistake in the FMIF Unit Register:
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13 to this WFMIF
in the name “The Trust Limited As dian For LM esale First
35 the the WFMIF Units:
as at
to hold the for
to
c) then held hv 1. on trust for 0ev as entity for the WFMIF
D al
d for as for the
3 n ve
W to
aben ciary of the FMIF:
d
’S ri
The ICP Units
all the
as
for the ICPAIF.
ulars
2 N for uni
for
for the ICPAIF. not as a of anv trust as etween PTAL and LMIM as
A
mn
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of acf’
that
c 18 the is
that
31
8 Unit
28 Ma ICPAIF been Unit
“LM Li
at to
ts the ABN 319
ABN to the entitv for LM INST IONAL
D?’
38  In the alternative. the ICPAIF Units
(a)  were held by LMIM as ble entitv for ICPAIF. at all al times
assi L to hold LMIM e
the ICP on the terms of't  Custodv Agreement. at all subsea material
C b
the further to nc
at all the ICP
the a
interest in the property of the FMIF:
rel
n
Redemptions

Pursuant to s.601KA of the Act, the Constitution of the FMIF was entitled to make

provision for members to withdraw from the FMIF:

(@)  while the FMIF is liquid, as defined in 5.601GA(4) of the Act; or

(b)  while the FMIF is not liquid, but only in accordance with the provisions of Part

5C.6 of the Act,
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I 26:41. Pursuant to s.601KA(3) of the Act, the RE was not permitted to allow a member to
withdraw from the FMIF:

(a) if the FMIF is liquid - otherwise than in accordance with the Constitution; or

(b)  if the FMIF is not liquid — otherwise than in accordance with the Constitution and
$5.601KB to 601KE of the Act.

2742, Pursuant to s.601KA(4) of the Act, the FMIF was liquid if liquid assets account for at
least 80% of the value of the property of the FMIF.

Particulars.

(2) Pursuant to s.601KA(5) of the Act, the following were liquid assets unless it is
proved that LMIM as RE of the FMIF cannot reasonably expect to realise them
within the period specified in the Constitution for satisfying withdrawal requests
while the FMIF is liquid:

(1) money in an account or on deposit with a bank;
(ii) bank accepted bills;

(1i)) marketable securities (as defined in section 9);
(iv) property of a prescribed kind.

(b)  Pursuant to s.601KA(6) of the Act, any other property was a liquid asset if LMIM
as RE of the FMIF reasonably expected that the property can be realised for its
market value within the period specified in the Constitution for satisfying
withdrawal requests while the FMIF is liquid.

l 2#:3,_The Constitution made no provision for members to withdraw from the EMIF while
the FMIF was not liquid in accordance with the provisions of Part 5C.6 of the Act.

29-44. The Constitution made provision for members to withdraw from the FMIF while the
FMIF was liquid in terms to the following effect:

(a) by clause 7.1, while the Scheme was liquid as defined in 5.601KA(4) of the Act,
any Member may request that some or all of their Units be redeemed by giving
the RE a Withdrawal Notice by the start of or within the relevant Withdrawal
Notice Period (as required by the relevant definition of Withdrawal Notice);

(b) by clause 7.2(a), the RE must, subject to clause 7.2(b), redeem Units the subject
of a request made by any Member under clause 7.1 out of the Scheme Property
for the Withdrawal Price (being the Net Fund Value divided by the total number
of Units issued) within 365 days or 180 days (as provided therein), or within a
shorter period in its absolute discretion (the “Withdrawal Offer”),

[ Page 16 of 33
BNEDOCS 23235893_1.DOC

405



() by clause 7.2(b), the RE may suspend the Withdrawal Offer as detailed in clause
7.2(a) for such periods as it determines where:

(1) the Scheme’s cash reserves fall and remain below five per cent for ten
consecutive days; or

(ii) ifin any period of 90 days, the RE receives valid net Withdrawal Notices
equal to 10 per cent 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 less than ten per cent of the total assets; or

(iii) it is not satisfied that sufficient cash reserves are available to pay the
Withdrawal Price on the appropriate date and to pay all actual and
contingent liabilities of the Scheme; or

(iv) any other event or circumstance arises which the RE considers in its
absolute discretion may be detrimental to the interests of the Members of

the Scheme;

(d) by clause 7.3(b), a Unit is cancelled when the Member holding the Unit is paid
the Withdrawal Price by the RE.

+-45._At all material times from 14 April 2009, LMIM as RE of the FMIF was the recipient
of relief from ASIC under s.601QA(1) of the Act (“ASIC Relief”) by which it was:

(a) exempted from s.601FC(1)(d) of the Act in relation to allowing a member of the
FMIF to withdraw in accordance with s.601KEA of the Act as inserted by the
ASIC Relief;

(b) conferred (by s.601KEA thereby inserted) with the power to allow a member to
withdraw from the FMIF in accordance with the Constitution if that member was
experiencing circumstances of hardship as defined by the ASIC Relief, which
included the power to allow LMIM to withdraw in accordance with the
Constitution insofar as a member of one of the Feeder Funds was experiencing
circumstances of hardship as so defined, subject to the limits defined by the ASIC
Relief;

(c) exempted (by s.601KA(3AA) thereby inserted) from 3.601KA(3) of the Act to the
extent of the power thereby conferred.

Particulars
The ASIC Relief was granted by the following instruments:
(i)  ASIC Instrument 09-00278 dated 14 April 2009; and
(i)  ASIC Instrument 09-00963 dated 11 November 2009.
34:46. From time to time after 14 April 2009, LMIM as RE of the FMIF permitted certain

redemptions in accordance with the ASIC Relief (hereinafter referred to as “Genuine
Hardship Redemptions™).
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32-47. On or about 11 May 2009, LMIM as RE of the FMIF suspended the Withdrawal Offer
under clause 7.2(b) of the Constitution, purportedly with the exception of:

e
N
R

(a)
(b)

those approved under the ASIC Relief: and

those requested by itsel-as-a-Class B unitholders for distributions to investors in
the Feeder Funds or for the expenses of the Feeder Funds, as the cash flow of the
FMIF allowed.

Particulars

() LMIM stated in its Second Supplementary Product Disclosure Statement
dated 3 March 2009 that “... payment of investor withdrawals is likely to
take 365 days. The Manager may also suspend withdrawals for such
periods as it determines”.

(i) LMIM stated in its Third Supplementary Product Disclosure Statement
dated 30 October 2009 that “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 cash flow allows”.

In the premises, the exception to the suspension of the Withdrawal Offer referred to in
paragraph 47(b)32{b} above was not authorised by the Constitution, the Act or the
ASIC Relief.

At no time after 11 May 2009, did LMIM as RE of the FMIF:

(a)
(b)

lift the suspension referred to in paragraph 4732 above; or

re-instate the Withdrawal Offer.

Despite the suspension of the Withdrawal Offer, between 11 May 2009 and
31 January 2013:

(a)

(b)

LMIM
Uni
units, which were not Genuine Hardship Redemptions;

LMIM as RE of the FMIF granted such requests, and in satisfaction of each
thereof:

(i)  caused to be paid amounts from the assets of the FMIF at the direction of
LMIM as e entity for the Feeder Fund for which the unit the
; or
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(i)

recognised a prior payment of an amount or prior payments of
amounts from the assets of the FMIF which it had caused to be
paid for the benefit of that a-Feeder Fund at the direction of LMIM as its

Particulars of (i) and (ii)

(1) the amounts paid, errecognised y LMIM in respect of
the redemptions of the Class B units equalled the value of the units
the subject of that request, calculated as the Net Fund Value divided
by the total number of units issued in the FMIF at that time,
multiplied by the number of units the subject of the request;

LMIM as RE of the FMIF satisfied requests in respect of
45,240,212.36 units held the CPAIF for an
aggregate value of $42,510,704.06, of which all but $24,830.41 was
satisfied before 16 November 2012;

43 31LMIM as RE of the FMIF satisfied requests in respect of
11,271,272.09 units held for the WEMIF for an
aggregate value of $9,796,090.76, the latest of which was satisfied on
15 November 2012;

53 LMIM as RE of the FMIF satisfied requests in respect of
5,335,882.97 units held he ICPAIF for an
aggregate value of $5,069,118.30, the latest of which was satisfied on
13 November 2012;

(5)The amounts referred to in sub-paragraphs (2) to (4)(5) hereof include
amounts which were reported by LMIM to ASIC as Genuine
Hardship Redemptions in respect of the CPAIF of $1,927,595, in
respect of the WFMIF of $364,000 and in respect of the ICPAIF of
$25,000;

The amount referred to in sub-paragraphs (2)(3} hereof includes
amounts which had previously been paid by LMIM as trustee of the
MPF at its direction as RE of the CPAIF,

for as bein in satisfaction of liahi owed bv the MPF to the FMIF
and as ng areceivable bv the CPAIF to the FMIF. and
withdrawal in an

aggregate amount of approximately $12,191,153.59 across the
financial years ended 30 June 2010 and 30 June 2011;

t&)(71The amount referred to in sub-paragraphs (3)(4) hereof includes
amounts which had previously been paid by LMIM as trustee of the

Page 19 of 33
BNEDOCS 23235893 1 DOC

408



(©)

(d)

MPF at its direction as RE of the WFMIF,

to the
and as g areceivable by the WEMIF to the FMIF. and
ch were or
ithdrawals requests-in an
aggregate amount of $67,295.91 across the financial year ended
30 June 2011;

#2(8)The amount referred to in sub-paragraphs (4)65) hereof includes
amounts which had previously been paid by LMIM as trustee of the
MPF at its direction as RE of the ICPAIF,

for as in satisfaction of owed by the MPF to the FMIF
the
withdrawals requests-in an
aggregate amount of $677,439.07 across the financial year ended
30 June 2011.

LMIM as RE of the-the Feeder Fun
accepted the

payment, er-recognition tendered as pleaded in sub-
paragraph (b) above.

LMIM then purported to cancel

Class-B-units-to the extent of each such request.

Breach in relation to Redemptions

36:51. Asat 11 May 2009 and thereafter until it was wound up, around 94% or more of the
value of the property of the FMIF comprised its loans and receivables.

(a)

(b

(©)

(d)

(e)

Particulars

The audited accounts for the year ending 30 June 2008, record that at least around
96% of the value of the property of the FMIF comprised its loans and receivables.

The audited accounts for the year ending 30 June 2009, record that at least around
96% of the value of the property of the FMIF comprised its loans and receivables.

The audited accounts for the year ending 30 June 2010, record that at least around
98% of the value of the property of the FMIF comprised its loans and receivables.

The audited accounts for the year ending 30 June 2011, record that at least around
94% of the value of the property of the FMIF comprised its loans and receivables.

The audited accounts for the year ending 30 June 2012, record that at least around
97% of the value of the property of the FMIF comprised its loans and receivables.
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3752, Asat 11 May 2009 and at all material times thereafter, LMIM as RE of the FMIF did

not have any reasonable basis on which to expect that the loans and receivables of the
FMIF could be realised for their market value within 365 days.

38:53. In the premises of paragraphs 5136 and 5237 above, on and from at least 11 May
2009 the FMIF was not liquid within the meaning of 5.601KA(4) of the Act.

3934, In the premises, by approving the withdrawal requests and making or causing to be
made the payments referred to in paragraph 5035 above while the FMIF was not liquid
and while the Withdrawal Offer was suspended, LMIM:

(a) acted outside the scope of any power conferred on it by the Constitution or the
Act, or otherwise by law;

(b) made payments out of the property of the FMIF which were not authorised by the
Constitution or the Act, in that:

(1)  itapproved withdrawal requests from itself of Class B units which were not
Genuine Hardship Redemptions, while the FMIF was not liquid;

(i) in the alternative, if the FMIF was liquid at the time any such request was
approved, it approved that request without authority to do so under the
Constitution;

(c)  gave priority to its own interests as a holder of Class B units in the FMIF over the
interests of the members of the FMIF as a whole;

(d) preferred the interests of the members of the Feeder Funds over the interests of
the members of the FMIF;

(e) failed to treat members who hold interests of different classes, namely Class A
and Class B units, fairly; and

(f) failed to act in the best interests of the members of the FMIF as a whole.

44:55. In the premises, LMIM as RE of the FMIF breached the terms of its trust, and the
obligations set out in paragraphs 2345 and 4126 above.

30. In the premises, the FMIF suffered loss or damage by reason of LMIM’s breaches and
contraventions referred to in paragraph 5540 above.

Yo

Particulars
The FMIF suffered loss or damage in the following amounts:

(a) $40,583,109.06 referable to redemptions of Class B units held as RE of the
CPAIF, plus interest;

(b)  $9,432,090.76 referable to redemptions of Class B units held as RE of the
WFMIF, plus interest;

(c)  $5,044,118.30 referable to redemptions of Class B units held as RE of the
ICPAIF, plus interest.
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57. In the premises, LMIM is liable to compensate the FMIF to the extent of the loss or
damage referred to in paragraph 564+ above.

Particulars

() LMIM is liable as pleaded both in equity, and pursuant to section 1317H of the
Act.

In the premises, LMIM’s rights
in-the EMIF-are subject to the principles referred to in paragraphs
above to the extent of #s-LMIM’s liabilities referred to in paragraphs 564+ and 5742
above, alternatively so far as they concern the CPAIF

44 In the premises,
the- WEMIE-Trilogy’s rights
WEMIF ect to the
principles referred to in paragraphs 2618 to 2826 above to the extent of the liabilities
referred to in paragraphs 5641 and 5742 above (excent for the $24 830.41 referred to n
, alternatively so far as they concemn the WFMIF

60. Inthe premises. LMIM’s ghts in relation to the ICAPIF Units are iect to the
26 to the abiliti
56 far as

ICPAIF.

45-61. Inthe premises, each cancellation of Class B units referred to in paragraph 50(d)35¢d)
of this Statement of Claim is void ab initio and of no effect, or alternatively voidable.

Indemnity against the assets of the Feeder Funds

46:62._The Constitution of each Feeder Fund conferred on LMIM as RE thereof a right to be
indemnified from the assets of that fund on a full indemnity basis, in respect of a matter
unless, in respect of that matter, it had acted negligently, fraudulently or in breach of
trust, in that capacity.

Particulars

(a)  Clause 18.3 of the Constitution of the CPATF, clause 19.1(c) of the Constitution
of the WEMIF, and clause 18.3 of the Constitution of the ICPAIF.
In acting as pleaded in paragraph 5035 above, and in respect of each request for
withdrawal of Class B units from the FMIF, LMIM:
(a)  was acting both as the RE of the FMIF and as the RE of a Feeder Fund;

teybjacted in the proper performance of its duties to the Feeder Fund in question;
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&h(c)became entitled to an indemnity out of the assets of the Feeder Fund in question
in respect of its liability for the loss to the FMIF pleaded in paragraphs 564+ and
5742 above, insofar as that loss relates to each such request; and

became entitled to a lien or charge over the assets of the Feeder Fund in question
to secure and to the extent of that indemnity.

4 .. In the premises and further to paragraphs 5843 and-44-above, LMIM’s rights in
are subject to the

principles referred to in paragraphs 2618(a) and (c) and therebv in paragraph 27 above

to the extent of #s-LMIM’s rights as set out in paragrap
63(d)-48 abov so far as they concern the CPAIF-and the ICPAIE.

5% In the premises ,
Trilogy’s
ghts
subject to the principles referred to in paragraphs 2648(a)
“+oand 2820 above to the extent of the liabilities

referred to in paragraphs 564+ and 5742 above so far as they concern the WFMIF.

66. In the premises and further to para 60 above. LMIM’s rights in relation to the
ICPAIF Units are subiect to the princivles referred  in paragranhs 26(a) (Y and
mn above of set out 1

naramranhe §3 ¢ and A7AN ahnye en tar ac thewv cancse the ICPATE

Income Distributions

5107. The Constitution made provision for making income distributions to members of the
FMIF, to the following effect:

(@) by clause 11.1, the Income of the Scheme for each Financial Year will be
determined in accordance with the applicable Accounting Standards;

(b) by clause 11.2, for each Financial Year:

(i)  (sub-paragraph a) the expenses of the Scheme will be determined in
accordance with the applicable Accounting Standards; and

(i)  (sub-paragraph b) provisions or other transfers to or from reserves may be
made in relation to such items as the RE considers appropriate in
accordance with applicable Accounting Standards including, but not limited
to, provisions for income equalisation and capital losses.
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(©)

(d)

(e)

3]

(2

(h)

@

by clause 11.3, the Distributable Income of the Scheme for a month, a Financial
Year or any other period will be such amount as the RE determines. Distributable
Income is paid to Members after taking into account any Adviser fees or costs
associated with individual Members’ investments, to the extent those fees or costs
have not otherwise been taken into account;

upon the true construction of clauses 11.1, 11.2 and 11.3, the Distributable
Income could be no greater than the Fund’s income less its expenses determined
in accordance with the Australian Accounting Standards;

by clause 12.1, the Distribution Period is one calendar month for Australian dollar
investments or as otherwise determined by the RE in its absolute discretion;

by clause 12.2, the RE must distribute the Distributable Income relating to each
Distribution Period within 21 days of the end of each Distribution Period;

by clause 12.3, unless otherwise agreed by the RE and subject to the rights,
restrictions and obligations attaching to any particular Unit or Class, the Members
on the Register will be presently entitled to the Distributable Income of the
Scheme on the last day of each Distribution Period;

by clause 12.4, the RE may distribute the capital of the Scheme to the Members.
Subject to the rights, obligations and restrictions attaching to any particular Unit
or Class, a Member is entitled to that proportion of the capital to be distributed as
is equal to the number of Units held by that Member on a date determined by the
RE divided by the number of Units on the Register on that date. A distribution
may be in cash or by way of bonus Units;

by clause 12.6:

(i)  (sub-paragraph 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;

(i)  (sub-paragraph b) The terms of any such offer of reinvestment will be
determined by the RE in its discretion and may be withdrawn or varied by
the RE at any time;

(111) (sub-paragraph c) The RE may determine that unless the Member
specifically directs otherwise they will be deemed to have accepted the
reinvestment offer;

(iv) (sub-paragraph d) The Units issued as a result of an offer to reinvest will 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;

by clause 3.2, the RE may distribute the Distributable Income for any period
between different Classes on a basis other than proportionately, provided that the
RE treats the different Classes fairly.
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52:68. Upon the true construction of the clauses 11.3 and 12.2 of the Constitution, the power
to distribute income of the FMIF was conditional on LMIM making a determination of
the Distributable Income for the relevant Distribution Period.

9. Upon the true construction of the power conferred by clause 11.3 of the Constitution,
the RE in exercising its power to determine the Distributable Income of the FMIF for a

Distribution Period was:

(2)
(b)

(©

(a)

(b)

required to act in good faith and for a proper purpose;
required to consider and take into account:

(i)  the income of the FMIF, determined in accordance with applicable
Accounting Standards, pursuant to clause 11.1 of the Constitution; and

(1))  the expenses of the FMIF, determined in accordance with applicable
Accounting Standards, pursuant to clause 11.2 of the Constitution; and

not empowered to determine that there was any Distributable Income for a
Distribution Period where the said expenses exceeded the said income for that

Distribution Period.

as RE of
recognised further income
distributions for the CP
the ICP ast calendar

Particulars
These distributions were recorded in the ledgers maintained by LMIM as RE of
the FMIF the each of the Feeder Funds, as follows:
@) ncome
distributions were recorded as hav
in the aggregate amount of
$12,231,875.90;
(ii) income
distributions were recorded  having been made in to the WFMIF
in the aggregate amount of
$6,219,464.37, the latest of which was recorded as at 31 October 2012; and
(iii) e income
distributions were recorded as hav
Units for each nleaded istribution Period. and in the aggregate amount of
$1,131,173.50;

ecognised a re-investment of each of the income
distributions referred to in sub-paragraph (a) in further units in the FMIF on the
first day of the next Distribution Period in the ledger which it maintained in
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respeet-ofin relation to the relevant Feeder Fund, and in the FMIF Unit
Registerregister-of the- members-of-the EMIF;

Particulars

’ (i) EMIM-asREeftThe CPAIF increased its investment in the FMIE by an
aggregate of 16,036,932.56 units therein.

' (1) EMIM-as-RE{(as-itthen-was)-of+The WFMIF increased its investment in
the FMIF by aggregate of 8,190,010.02 units therein, the latest of which
were issued on 1 November 2012.

, (iii) EMIM-asRE-eftThe ICPAIF increased its investment in the FMIF by
aggregate of 1,484,259.16 units therein.

’ () EMiM-asREofthe FMIE-did not recognise any further distributable income
payable to Class A unitholders.

Breach in relation to Distributions

I #5-71. From and including the financial year ended 30 June 2009 a si gnificant number of the
loans made on behalf of the FMIF were in default for non-payment or were otherwise

impaired.

‘ 56.72._As a consequence including of the matters pleaded in paragraph 7155, at all material
times between 1 January 2011 and 1 November 2012 the expenses of the FMIF
exceeded the income of the FMIF, determined in accordance with the applicable
accounting standards.

Particulars

(a)  The financial statements of the FMIF for the year ended 30 June 2011 recorded a
net loss before distributions to unitholders of $77,418,896.

(b)  The financial statements of the FMIF for the year ended 30 June 2012 recorded a
net loss before distributions to unitholders of $88,615,577.

(¢) The unaudited draft management accounts of the Fund for the half year ended 31
December 2012 recorded a net loss before distributions to unitholders of
$19,117,976.

(a) LMIM suspended income distributions from the FMIF as from 1 J anuary 2011;
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(b) by doing so, LMIM made a determination or determinations that the FMIF had no
Distributable Income for the period 1 January 2011 to December 2011.

Particulars to sub-paragraphs (a) and (b)
This may be inferred from following facts:

(i)  the notes to the financial statements of the FMIF for the year ended 30 June
2012 which state that “Distributions have been suspended from 1 January
20117,

(i)  The directors of LMIM stated in an update to investors dated 24 August
2011 that “The Fund will not be declaring or paying interest distributions
for the period 1 January 2011 until 31 December 2011, at which time the
distribution strategy will be reviewed dependent on performance of the
Fund’s assets.”

(iif) The directors of LMIM, in a letter to investors dated 14 September 2011,

stated that “The Fund is declaring zero income from January 2011 to
December 2011, in order to focus on unit price.”

‘ 5474, Between 1 January 2011 and 1 November 2012, LMIM did not make any
determination that the FMIF had any Distributable Income,

54.75. In the premises, and as to each Distribution Period between 1 July 2011 and
28 February 2013, LMIM had no power under the Constitution or the Act, or otherwise

at law:

(a) to distribute any income of the FMIF to any unitholder of the FMIF; or

(b) further and in the alternative, to make any determination that the FMIF had any
Distributable Income.

64176, Further, the purpose of LMIM in recognising each of the distributions to and re-
investments by Class B (but not Class A) unitholders referred to in paragraphs 70(a)
and 70(b)54¢b) above was to increase the value of units in each of the Feeder Funds so
that they remained the same as the value of units in the FMIF.

Particulars

This may be inferred from the following facts:

(a)  The statement in the notes to the financial statements of the FMIF for the year
ended 30 June 2012 that “These distributions were declared to enable the feeder
funds to recognise distribution income to match expenses incurred”.

(b)  On 20 August 2012, Mr Grant Fischer, Executive Director and Chief Financial
Officer of LMIM agreed in an email to Eryn Vannucci, Financial Controller of
LMIM, that “we planning on running a Feeder Fund distribution from FMIF to
the Feeder Funds for the period Jan to Jun 2012 to align their unit prices once the
impairment figures are finalized like we did at December 117.
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7. _The effect of LMIM recognising each of the distributions to and re-investments by
Class B (but not Class A) unitholders referred to in paragraphs
above was to increase the beneficial interest in the FMIF of one class of unitholders

over another.

_The purpose set out in paragraph 7660 above was not a proper purpose to make a
determination to:

(a) recognise distributions to and re-investments by Class B and not Class A
unitholders;

(b) increase the beneficial interest of one class of unitholders over another.

'9._In the premises, LMIM:

63.7

(@) acted outside the scope of any power conferred on it by the Constitution or the
Act, or otherwise by law;

(b)  in the alternative to sub-paragraph (a), exercised the powers conferred by clauses
3.2, 11.3 and 12.6 of the Constitution for an improper or foreign purpose.

. Further, in the premises of the matters set out in paragraphs 2924 and 30 te-23-above,
the recognition of the distributions to and re-investments in the FMIF for the CPAIF
byClass
referred to in paragraph 7054 above for the purpose set
out in paragraph 7669 above and having the effect set out in paragraph 7761 above, was
not fair to the Class A unitholders.

the to in In
LMIM as RE of the FMIF:
(a) gave priority to its own interests in the FMIF (as

over the interests of the members of the
FMIF as a whole;

(b) preferred the interests of the members of the Feeder Funds over the interests of
the members of the FMIF;

(c) failed to treat members who hold interests of different classes, namely Class A
and Class B units, fairly.

In the premises, LMIM as RE of the FMIF, in exercising a power to recognise each of
the distributions te-and re-investments referred to in paragraph
7054 above, breached the terms of its trust and the obligations set out in paragraph
2335 above.
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&7-53. In the premises, each issue of further units referred to in paragraph 70(b)54¢s) above

is void and of no effect, or alternatively voidable.

The capital distributions

\L;

'\r.J

In around February 2013, LMIM as RE of the FMIF declared and paid a
distribution of the capital of the FMIF to the Mmembers of the FMIF (First Capital

Distribution).
Particulars

The following cash amounts were paid to the members of the FMIF:

(a) $2,062,739.66

(b) $1,700,317.84

(c) approximately $159,799.91
; and

(d) $4,466,923.68 to Class A and Class C unit holders.
In around June 2013, LMIM as RE of the FMIF declared a distribution of the capital
of the FMIF to the members of the FMIF (Second Capital Distribution).
Particulars
The following cash amounts were paid to the members of the FMIF:
(a) $958,156.73 ;
(b) $789,645.73 ;
(c) 874,228.16 ;
(d) $2,079,798.69 to Class A and Class C unit holders.

t the time of the First and Second Capital Distributions,

of the CP Units. the WFMIF Units and the | Units:

(a) were held subject to the principles referred to in
paragraphs 2618 to 2820 above, to the extent of LMIM’s liability to the FMIF for
loss and damage, as pleaded in paragraphs 5644 to 6044 above;

(b) were therefore not entitled to be paid either the First or
the Second Capital Distribution in cash; and

(c) w
paid in relation to units in accordance with the ples referred to in
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Further and in the premises of paragraphs 4561 and 8367 above:

(@)

(b)

(©)

(d)

he number
of
was different to the numbers thereof recorded in the
accordingly, entitlement
in the First and Second Capital Distributions, referred

to in paragraph 86(c)70¢¢) above, was to different amounts than the amounts in
fact paid ;

if this Honourable Court declares each cancellation of Class B units referred to in
paragraph 50(d)35¢d) above void, then the said entitlement will be for a greater
amount than the amount in fact paid, which amount will depend on whether or
not this Court declares each issue of further units referred to in paragraph
70(b)54¢5} above to be void;

alternatively, if this Honourable Court does not declare each cancellation of Class
B units referred to in paragraph 50(d)35¢d) above void, but declares that each

issue of further units referred to in paragraph 70(b)54¢b) above to be void, then
the said entitlement will be for a lesser amount than the amount in fact paid.

Particulars

(i)  Further particulars will be provided.
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The plaintiff claims the following relief:

1. A declaration that the Plaintiff is entitled to withhold from distributions or payments

otherwise payable
LM First Mortgage Income Fund ARSN 089 343 288 (formerly the

LM Mortgage Income Fund) (FMIF) held  the LM Protected Australian
Income ARSN 110247 875 (“CPAIF”. Units™Yand  the LM

Insti 122

(a) the sum of $55,059,318.12 plus interest, being the aggregate amount of the loss
and damage referred to in paragraph 5641 of the Statement of Claim; and

(b)  as adjusted for the difference between the sum paid in the First and Second

Capital Distributions (as defined in paragraphs and 8569 of the Statement of

Claim), and the amount

eferred to in paragraph 8773 of the Statement of

Claim.

2 A declaration that the Plaintiff is entitled to withhold from distributions or payments
otherwise payable in to the Class B uni  in the FMIF held  the LM
e SN

(a) the sum of $55,034,487.71, being the aggregate amount of the loss and damage
set out in paragraph 564+ of the Statement of Claim accruing before
16 November 2012, plus interest; an

(b)  as adjusted for the difference between the sum paid in the First and Second
Capital Distributions, and the amount

ferred to in paragraph 8773 of the Statement of

Claim.
3 In the alternative to paragraphs 1 and 2, declarations that the Plaintiff:

(a) is entitled to withhold from distributions or payments otherwise payable in

HEALE
(1)  the sum of $40,583,109.06, plus interest;

(i1)  as adjusted for the difference between the sum paid in the First and Second
Capital Distributions , and the amount whiech

eferred to in
paragraph 8773 of the Statement of Clai ;
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(b)

(c)

is entitled to withhold from distributions or payments in relation to the WFMIFE

EMIE:
(1)  the sum of $9,432,090.76, plus interest;

(i)  as adjusted for the difference between the sum paid in the First and Second

Capital Distributions in to the WFMIF Units, and the amount which
eferred to in
paragraph 8773 of the Statement of Clai ; and

1s entitled to withhold from distributions or payments otherwise payable to in

EMIE:
(1)  the sum of $5,044,118.30, plus interest;

(i)  as adjusted for the difference between the sum paid in the First and Second
Capital Distributions , and the amount whieh
eferred to in

paragraph 8773 of the Statement of Claim

Further and in the alternative, declarations that:

(a)

(b)

LMIM is liable to the FMIF for loss and damage in the amount of $55,059,318.12
plus interest, being the aggregate amount of the loss and damage referred to in
paragraph 5644 of the Statement of Claim; and

the-Plaintiffl MIM is entitled to exercise its_ rights to
an indemnity from the assets of the respective Feeder Funds in satisfaction of that
liability, in the following proportions:

(i)  from the assets of the CPAIF, $40,583,109.06 plus interest;
(i1) from the assets of the WFMIF, $9,432,090.76 plus interest; and
(iii) from the assets of the ICPAIF, $5,044,118.30 plus interest.

A declaration that each cancellation of Class B units referred to in paragraph 50(d)35¢d)
of this Statement of Claim is void ab initio and of no effect, or alternatively voidable.

A declaration that the purported issue of each additional uni referred to in
paragraph 70(b)54(b} of the Statement of Claim is void and of no effect, or alternatively
voidable.
Act 2001 (Cth).  alternativelv in the ’s equitable iurisdiction. for
fication of of IF
ned Mr 1 thi
H le Court on 17 December 2015.
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#8. In the alternative to paragraph 6, a declaration that the additional units in the FMIF

referred to in paragraph 70(b)54(b) of the Statement of Claim are held on constructive
trust for LMIM as RE of the FMIF.

£:9. Interest.
9-i0. Costs.

+:11._Such further or other order as this Honourable Court sees fit.

Signed: 6\0&&@’\0 .

Description: ~ Solicitor for the plaintiff

The further amendments to this pleading were settled by Mr Ananian-Cooper of Counsel in
consultation with Mr McKenna of Queen’s Counsel.

NOTICE AS TO DEFENCE

Your defence must be attached to your notice of intention to defend.
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WL BswWORTH

LARVERS

Deed of Settlement and Release

Date
Details t Li
lig 0
M e
of C-/ Gadens Lawyers, Level 11, 111 Eagle Street, Brisbane,
Queensland 4000
Email: scott.couper@gadens.com
and
t and
) pon
und
247 875
of C-/ HWL Ebsworth Lawyers, Level 19, 480 Queen Street, Brisbane,
Queensland 4000
Email: dofarrell@hwle.com.au
esingleton@hwle.com.au
and
Trilogy Funds Management Limited ACN 080 383 679 as
Resp Entity of the LM Wholesale First Mortgage Income
Fund 99 857 511
of C-/ Squire Patton Boggs, Level 17, 88 Phillip Street, Sydney, New
South Wales, 2000
Email: susan.goodman@squirepb.com
and
t
N
y
ARSN 122 052 868
of C-/ HWL Ebsworth Lawyers, Level 19, 480 Queen Street, Brisbane,
4000
Deed of Settiement and Release Page 1
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g/t
HW EBSWORTH

LAWYIRe

Email: dofarreli@hwie.com.au
esingleton@hwle.com.au

and

David Whyte as court appointed receiver of the assets of the LM
First Mortgage Income Fund ARSN 089 343 288 {recelver appointed)

of C-/ Gadens Lawyers, Level 11, 111 Eagle Street, Brisbane,
Queensland 4000

Email: scott.couper@gadens.com

and

Said Jahani as recelver and manager of the assets of LM
Investment Management Limited (recelvers and managers
appointed) (in liquidation) as Responsible Entity of the LM Currency
Protected Australian Income Fund ARSN 110 247 875 and the LM
Institutional Currency Protected Australian Income Fund ARSN 122
052 868

of C-/ HWL Ebsworth Lawyers, Level 19, 480 Queen Street, Brisbane,
Queensland 4000

Email: dofarrell@hwle.com.au and
esingleton@hwle.com.au

and

The Trust Company Limited ACN 004 027 749 as custodian of the
property of the LM Wholesale First Mortgage Income Fund ARSN
099 857 511

of C-/ Squire Patton Boggs, Level 17, 88 Phillip Street, Sydney, New
South Wales, 2000

Email: susan.goodman@squirepb.com

(collectively, the Parties)

Background

Deed of Settlement and Release

Doc 1D 601464723/v1

A LMIM is the RE of the FMIF, which is a unit trust registered as a

managed investment scheme under Chapter 5C.2 of the
Corporations Act 2001 (Cth).

B. Whyte is the person appointed to take responsibility for ensuring

that the FMIF is wound up in accordance with its Constitution
and as receiver of the property of the FMIF, pursuant to the
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) a month means a calendar month;
(9) ny act or thing falls on a Saturday, Sunday or
the date for performance will be the next
(h) nce a Party, part, clause, ure or ule is a a
art, use, annexure or sch to this as mod d
eto e ‘
(i) s to any Party to this include its 1s, administrators,
s, nominees, agents, suc rs and permi gns;
) a nce to writing includes a facsimile or e-mail and any
m f reproducing words in a tangible and permanent :
(k) i
() no c I apply to a pravision s Deed to the disadv e
of y use that Party put rd the provision or d
oth b

2.

Effective Date

This Deed s effective on the Effective Date,

3.  Conditions Precedent to this Deed coming into effect

3.1 Conditions Precedent

Each of the following is a condition precedent to this Deed coming into effect:

(a) his Counsel to the effect th of
dition precedent is for the b yte
(b) orde made by th reme Court of and fo the following effact,
or to antially the effect as acce Whyte:
appo on
upin its n
and as receiver of the property of the FMIF, pursuant to the orders of
concerning the winding up of the FMIF, is justified in settling the
Deed of Setflement and Release Page 10
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Proceeding on the terms set out in this Deed, and in causing LMIM as
RE of the FMIF to enter into and perform this Deed.

This condition precedent is for the benefit of Whyte only.

(c) Jahani receives written advice from his Counsel to the effect that the terms of
this Deed are satisfactory. This condition precedent is for the benefit of Jahani

only;

(d) orders are made by the Supreme Court of Queensiand to the following effect,
or to substantially the same effect as acceptable to Jahani:

Pursuant to s 424 of the Corporations Act 2001 (Cth), Said Jahani in his
capacity as receiver and manager of the assets of LMIM as RE of the
CPAIF and the ICPAIF is justified in entering into and performing, and in
procuring that the First Defendant and Third Defendant enter into and
perform, the Deed.

This condition precedent is for the benefit of Jahani only.

(e) Trilogy as RE of the WFMIF and Trust Company receive written advice from
their Counsel to the effect that the terms of this Deed are satisfactory. This
condition precedent is for the benefit of Trilogy as RE of the WFMIF and Trust
Company only;

N orders are made by the Supreme Court of Queensland to the following effect,
or to substantially the same effect as acceptable to Trilogy as RE of the
WFMIF and Trust Company:

Pursuant to s.96 of the Trusts Act 1973 (Qld), the second and fifth
defendants are justified in entering into and performing the Deed,

This condition precedent is for the benefit of Trilogy as RE of the WFMIF and
Trust Company only;

(@) orders are made by the Supreme Court of Queensland giving authority for the
Interim Distribution to be made from the FMIF Fund in an amount of at least
30 million dollars. This condition precedent is for the benefit of Whyte only;
and

(h) the Interim Distribution is made from the FMIF Fund in an amount of at least
30 million dollars. This condition precedent is for the several beneiit of the
Relevant Defendants.

3.2 Time for fulfilment of the Conditions Precedent

(a) The Conditions Precedent in clauses 3.1(a), 3.1(c) and 3.1(e) of this Deed
must be fulfilled, or waived, by 14 December 2018. Each of:

(i) Whyte (as to clause 3.1(a));
(i)  Jahani (as to clause 3.1(c)); and
Deed of Setlement and Release Page 11
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(i)  Trilogy as RE of the WFMIF and Trust Company (as to clause 3.1(e)),

must provide notice in accordance with clause 8.6 of this Deed to each of the
other Parties of the fuifilment, non-fulfiiment, or waiver, of these conditions
precedent by 14 December 2018,

(b) Whyte must file applications to seek the orders referred fo in clauses 3.1 (b)
and 3.1(g) abave, or provide notice in accordance with clause 8.6 of this Deed
to each of the other Parties of the waiver of that Condition Precedent, by 1

February 2019.

(c) Jahani, and Trilogy and Trust Company, must, respectively, file applications to
seek the orders referred to in clauses 3.1(d) and 3.1(f), or provide notice in
accordance with clause 8.6 of this Deed to each of the other Parlies of the
waiver of those Conditions Precedent, by 1 February 2019.

(d) The Parties must utilise their best endeavours to ensure that the applications
for the orders referred to in clauses 3.1 (b, (d), {f) and (g) are heard by 15
March 2019,

{(e) Each of:

() Whyte (as to clause 3.1(b) and (g);
(i) Jahani (as to clause 3.1(d)); and
(ii}  Trilogy as RE of the WFMIF and Trust Company (as to clause 3.1(f)),

must within 7 days after the date on which the Court delivers its judgment(s) in
respect of the applications referred 1o in clauses 3.1 (b), (d), (f) and (g) provide
notice in accordance with clause 8.6 of this Deed to each of the other Parties
of the fulfilment, non-fulfiiment, or waiver, of these Conditions Precedent.

(] The time for the fulfilment or waiver of the Condition Precedent in clause
3.1(h) of this Deed expires 3 weeks after the date on which the Court delivers
its judgment in respect of the application referred to in clause 3.1(g). Each of
the Relevant Defendants must provide notice in accordance with clause 8.6 of
this Deed to each of the other Parties of the fulfilment, non-fulfilment, or
waiver, of this Condition Precedent.

3.3 Notification of the applications referred to in clause 3.1(b), (d) and (f)

Whyte, Jahani, Trilogy and Trust Company must promptly notify each other, EY and the
liquidator of LMIM of their respective applications for the orders referred to in clauses

3.1(b), (d) and (f) of this Deed.
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