.LM Administration Pty Ltd (Administrators Appointed) (“LMA”)

Tax Invoice
ABN 62 558 147 220

Date: 25 July 2013
To: The Trust Company (PTAL) Limited
As custodian for LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8973Inv005
Reference: LMA — Loan Management Fees 1 —25 July 2013
Date Description Amount $
25/07/13  [Loan Management Fees 1 — 25 July 2013 schedule attached
For loan management services provided on LM FMIF by LMA as per
Management Services Agreements held with The Trust Company (PTAL) 231,623.52
Limited and LM Investment Management Ltd.
Credit Simon Tickner overcharge June 2013 invoice (2,250.00)
229,373.52
Sale Amount: 229,373.52
GST: 22,937.35
Total Inc GST: 252,310.87
Total Paid: 0.00
Balance Due: 252,310.87

Please pay to following account:

Account Name: LM Administration Pty Ltd (Administrators Appointed)
BSB: 064 000
Account Number: 13405835

Payment Reference: 8973Inv005

br/EBZ_8973Inv005.doc
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CONSULTING

12 March 2014
Our Ref: GOK_89741103.doc

Recelvers and Managers of the assets of LM First Mortgage Income Fund (LM FMIF)
C/- McGrathNicol

GPO Box 9986

SYDNEY NSW 2001

Dear Sirs

RE: LM Investment Management Limited (In Liquidation) (Receivers and Manager Appointed) (the
Company)} ACN 077 208 461

As Liquidators (formerly” Administrators) of the Company, where work has been undertaken in
relation to the LM FMIF assets, the costs and expenses of the Administration, including the
remuneration of the Administrators, the Liquidators and their staff, are payable from those assets.
Such fees and expenses will be caught by the Responsible Entity’s right of indemnity out of the
underlying scheme assets.

In this regard, | take this opportunity to submit for payment our remuneration and expenses incurred
for the period 19 March 2013 to 31 December 2013 in relation to work undertaken by the
Administrators, the Liquidators and their staff to administer, care for, and preserve LM FMIF assets.
Please find *attached schedule of remuneration charged and copies of all invoices submitted for
payment to the LM FMIF,

To clarify, our costs have been divided into three (3) categories as follows:

e Category 1 - Remuneration and expenses incurred for tasks specific to the LM FMIF (not
including tasks relating to the LM FMIF controllerships which have been included as separate

category 3);

e Category 2 - Remuneration incurred for tasks categorised as 'general responsible entity
work'. This work would not have been undertaken but for the Company's role as Responsible
Entity of the respective funds, We have received advice that such work may be charged and
be allocated across the following funds in accordance with the corresponding percentage of
Funds Under Management (reviewed perlodically):

o LM FMIF;
o LM Australian income Fund;
o LM Cash Performance Fund;

FTI Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Levet 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8965 | GOMC QLD 9726 | Australia
+61.(0)7.5630.5222 wun | +61.(0)7.5630.5299 1oy 1 fliconsulting-asia.com

Liabuity limiled by a scheme approved under Professional Standards Legisiation.
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12 March 2014
Page 2 of 2

o LM Australian Structured Products Fund; and
o LM Managed Performance Fund {for period to 12 April 2013).

¢ (Category 3 - Remuneration incurred for tasks specific to the LM FMIF controllerships. In our
view both the controliership appointment documents and the security documents
themselves provide the contractual pathway for the Company to charge remuneration
associated with its appointment as controllers of specific assets. | note that the invoices
covering the confroliership remuneration from 19 March 2013 to 31 October 2013 have
previously been issued but have not been paid.

In accordance with the Orders made by Justice Dalton on 20 December 2013, we have not included
in our claims against the assets of the LM FMIF, any remuneration concerning or incidental to the
meeting convened by notice dated 26 April 2013 (or any adjournment thereof).

Please review the invoices as submitted and arrange payment within twenty-one (21) days. Should
you require these Invoices to be reviewed by an additional party, please forward accordingly ensuring
that the additional party is aware of the timeframe for response to this matter.

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

Yours faithfully
FTi Consulting

™

‘fﬂ/‘:;i J ‘Mv/

John Park
Liguidator

*Encl.




LM FMIF Remuneration claim by LM Investment Management Ltd (in Liquidation}
Note ~ amounts listed are remuneration portions onty and are exclusive of GST

FMIF Category 1 - Direct time charged Amount {Excluding GST}  Invoice Reference
19 Mar 13 to 30 Jun 13 657,581.36 8978inv1
Jul-13 546,132.50 sorsinv
Aug-13 142,979.00
Sep-13 55,452.50 8978iavd
Oct-13 38,807.00 sa78invs
Nov-13 55,543.00 sg78invs
Dec-13 21,359.00 s978inv7

$1,517,854.36
FMIF Category 2 - Allocation of LMIM Responsibie Entity time charged Amount {Excluding GST}  invoice Reference
18 Mar 13 tc 30 Jun 13 656,166.86 2978inv12
Jut-13 123,496.08 s978inv2.2
Aug-13 ©8,022.91 s978inv32
Sep-13 62,837.13 8978invé.2
Oct-13 38,239.55 897Binvs.2
Nov-13 24,749.86 8978inve 2
Dec-13 11,313.73 s978iv7.2

$1,014,826.11
FMIF category 3 - time charged direct to FMIF controllerships 19 Mar 13to 31 Oct 13 involce Reference Nov-13 invoice Reference Dec-13 iovoice Referance

Amount (Excluding GST) Amount {Excluding GST}) Amount {Excluding GST)

Australian International investment Services P/t 8,453.00 8978inviC
Bellpac Pty Ltd 12,862.00 sa78inv2c
Brambleton Pty Ltd 6,564.00 8978inviC 236.00 s8978inv3.2c
Bridgewater Lake Estate Lid 8,086.50 8978invaC 2,043.00 so78inva.2C
Cameo Estates Lifestyle 5,783.00 s978iavsC 59.00 8978invs.2C 177.00 8978inws.3C
Carrington Management Pty itd (Caboolture South) 6,483.50 8978inveC S565.00 8978inv6.2C
Coulter Developments Pty Ltd & Rocola Pty Ltd 2,923.00 s978inviC 177.50 8978imw7.2¢
Eden Apartments Pty Ltd 1,776.50 8978invaC 118.00 s97ainv82C
Glendenning Developments Pty Ltd 2,842.00 s9r8iveC 236.50 B978inva.2C
Green Square Property Development Corp Pty Ltd 2,725.50 s978inv16C
Greystanes Projects Pty Lid 5,232.00 Bo78inviiC 295.50 s978invit2C
Kingopen Pty Ltd 5,675.50 8978wi12C 177.50 sorsinvi2ac
Lot 111 Pty Ltd 3,834.00 s978ivi3C
Madrers Properties (Resort Corp) 1,432.00 sorsinviac 177.50 esrsinvi4.2C
Northshore Bayview 5t Pty Ltd 13,206.00 sgremvisc 413.50 s578inv1s.2C
OVST Pty Ltd 13,045.00 s978inviec 7,484.00 8978inv16.2C 2,235.00 8978invi6.3C
Rediand Bay Leisure Life 17,714.08 s978invizc 4,075.00 8978inv17.2C
Rediand Bay Leisure Life Development Mngr Pty Lt 8,936.00 8378inv18C 59.00 8978inviB.2C 59.00 8578inv18.3C
Source Developments No 1 {Coemera) 4,071.00 8978invisc 104.00 8978invis.2C
Source Student Lodge Pty Ltd 1,549.50 s978invaoc 113.50 so9rsinv20.2C 118.00 s978inv20.3¢
St Crispin's Property Pty Ltd 10,467.50 ss78invzic 59.00 s97sinvai.ac 106.00 s978inv21.3C
Tall Trees Tanah Merah 9,559.58 gorginv2ac 59.00 8978inv22.2C
Townsville Commercial Pty Lid 10K 899.50 8978inv23C 59.00 8978inv23.2C
U-Own Storage {Southbank} Pty Ltd 1,269.50 8378inv24C 59.00 s978inv24,2C
Young Land Corporation Pty Ltd 6,275.50 8378invasC 177.00 g978inv25.2C

$161,669.50 $8,173.50 $11,269.00
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 30 June 2013
To: LM First Mortgage Income Fund (“LM FMIF”)

Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217

Invoice No: 8978invl
Reference: Remuneration and out of pocket expenses 19 March 2013 to 30 June 2013
Date Description Amount $
30/06/13  |[LMIM Administrators/Liquidators remuneration and out of pocket 670,492.65
expenses (schedule attached) incurred for work undertaken by the
Administrators/Liquidators and their staff for the period 19 March 2013 to
30 June 2013 to administer, care for, and preserve LM FMIF assets.
Total Invoice 670,492.65
Sale Amount: 670,492.65
GST: 67,049.27
Total Inc GST: 737,541.92
Total Paid: 0.00
Balance Due: 737,541.92

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: 8978invl

bn/EBZ 8978Invl.doc
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8978 - First Mortgage Income Fund

Period 19 March 2013 to 30 June 2013

___Employee Position Charge Rate  Hours $ :
Ginette Muller Senior Managing Director 575 139.80 80,385.00
lan Francis Senior Managing Director 575 20.50 11,787.50
Joanne Dunn Senior Managing Director 575 33.70 19,377.50
John Park Senior Managing Director 575 19.90 11,442.50
Kelly-Anne Trenfield Senior Managing Director 575 23.80 13,685.00
Damian Bender Managing Director 550 20.00 11,000.00
Sally McBryde Managing Director 550 4.30 2,365.00
James Taplin Managing Director 550 81.30 44,715.00
Damien Lau Director 2 545 1.90 1,035.50
Andrew Weatherley Director 2 545 24.90 13,570.50
Oliver Schweizer Director 2 545 8.60 4,687.00
Glenn O'Kearney Director 2 545 35.00 19,075.00
Ryan Zorgdrager Director 1 485 144.40 70,034.00
James Court Director 1 485 15.80 7,663.00
Christine Alterator Director 1 485 1.60 776.00
Renee Lobb Manager 2 395 96.00 37,920.00
Aline Teixeira Manager 1 345 246.80 85,146.00
Eloa Zuardi Senior Accountant 2 325 0.80 260.00
Stuart Clancy Senior Accountant 325 0.10 32.50
Hanane Aitoumerri Senior Accountant 1 285 50.70 14,449.50
John Corbett Managing Director 275 435.15 119,722.50
Benjamin Robson Accountant 235 9.20 2,162.00
Joel Hutchinson Accountant 235 0.20 47.00
Lauren Morcom Director 1 184 413.90 76,194.00
Carlos Yu Associate 152 17.00 2,590.46
David Toomey Managing Director 145 44.00 6,380.00
Various Administration 130 8.20 1,066.00
Faye Robinson Administrative 43 0.30 12.90
1,897.85 657,581.36
Sub total 657,581.36
OOoPS 12,911.29
Total 670,492.65
GST Calculated 67,049.27
Total GST (Inclusive) 737,541.92
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 31 July 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv2
Reference: Remuneration and out of pocket expenses 1 July 2013 to 31 July 2013
Date Description Amount $
31/07/13  |LMIM Administrators/Liquidators remuneration and out of pocket 548,052.58
expenses (schedule attached) incurred for work undertaken by the
Administrators/Liquidators and their staff for the period 1 July 2013 to 31
July 2013 to administer, care for, and preserve LM FMIF assets.
Total Invoice 548,052.58
Sale Amount: 548,052.58
GST: 54,805.26
Total Inc GST: 602,857.84
Total Paid: 0.00
Balance Due: 602,857.84

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: 8978inv2

bn/EBZ_8978Inv2.doc

s
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8978 - First Mortgage Income Fund

Period 1 July 2013 to 31 July 2013

Total

Employee Position Charge Out Rate ~ Hours i
Ginette Muller Senior Managing Director 590 148.90 87,851.00
Kelly-Anne Trenfield Senior Managing Director 590 8.60 5,074.00
John Park Senior Managing Director 590 14.10 8,319.00
Joanne Dunn Senjor Managing Director 590 0.60 354.00
Sally McBryde Managing Director 550 9.40 5,170.00
Damian Bender Managing Director 550 13.00 7,150.00
David Toomey Managing Director 550 5.00 2,750.00
John Corbett Managing Director 550 189.30 104,115.00
Andrew Weatherley Director 2 545 26.40 14,388.00
Christine Alterator Director 2 545 21.30 11,608.50
Oliver Schweizer Director 2 545 0.20 109.00
Glenn O'Kearney Director 2 545 37.40 20,383.00
Ryan Zorgdrager Director 2 545 141.40 77,063.00
Justin Clark Managing Director 500 2.00 1,000.00
Lisa Cherry Director 1 485 10.00 4,850.00
Lauren Morcom Director 1 485 202.20 98,067.00
Renee Lobb Director 1 485 66.20 32,107.00
Aline Teixeira Manager 2 395 135.10 53,364.50
Eloa Zuardi Manager 1 345 0.60 207.00
Stuart Clancy Manager 1 345 8.50 2,932.50
Mohamed Almulla Senior Accountant 2 325 0.20 65.00
Benjamin Robson Accountant 235 3.60 846.00
Various Administration 130 64.30 8,359.00
1,108.30 546,132.50
Sub total 546,132.50
OOPS 1,920.08
Total 548,052.58

GST Calculated 54,805.26

Total GST (Inclusive)

602,857.84
o
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date: 31 August 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv3
Reference: Remuneration and out of pocket expenses 1 August 2013 to 31 August 2013
Date Description Amount $
31/08/13  |LMIM Liquidators remuneration and out of pocket expenses (schedule 143,482.97
attached) incurred for work undertaken by the Liquidators and their staff
for the period 1 August 2013 to 31 August 2013 to administer, care for, and
preserve LM FMIF assets.
Total Invoice 143.482.97
Sale Amount: 143,482.97
GST: 14,348.30
Total Inc GST: 157,831.27
Total Paid: 0.00
Balance Due: 157,831.27

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13409 158

Payment Reference: 8978inv3

bw/EBZ,_89781nv3.doc
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8978 - First Monage Income Fund

Period 1 August 2013 to 31 August 2013

Employee

Position

Charge Out Rate

Ginette Muller Senior Managing Director 590 22.50 13,275.00
Joanne Dunn Senior Managing Director 590 2.70 1,593.00
John Park Senior Managing Director 590 4.50 2,655.00
Kelly-Anne Trenfield Senior Managing Director 590 15.90 9,381.00
John Corbett Managing Director 550 68.30 37,565.00
Sally McBryde Managing Director 550 4.60 2,530.00
Christine Alterator Director 2 545 1.30 708.50
Ryan Zorgdrager Director 2 545 24.20 13,189.00
Glenn O'Kearney Director 2 545 23.90 13,025.50
Ben Pascoe Managing Director 490 1.00 490.00
Renee Lobb Director 1 485 16.50 8,002.50
James Court Director 1 485 0.50 242.50
Lauren Morcom Director 1 485 76.50 37,102.50
Aline Teixeira Manager 2 395 2.50 987.50
Eloa Zuardi Manager 1 345 1.10 379.50
Stuart Clancy Manager 1 345 0.50 172.50
Benjamin Robson Accountant 235 3.00 705.00
Brittany Newman Administration 130 7.50 975.00
277.00 142,979.00

Sub total 142,979.00

OOPS 503.97

Total 143,482.97

GST Calculated 14,348.30

Total GST (Inclusive) 157,831.27
e s
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date: 30 September 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv4
Reference: Remuneration and out of pocket expenses 1 September 2013 to 30 September 2013
Date Description Amount $§
30/09/13  |LMIM Liquidators remuneration and out of pocket expenses (schedule 71,303.54
attached) incurred for work undertaken by the Liquidators and their staff
for the period 1 September 2013 to 30 September 2013 to administer, care
for, and preserve LM FMIF assets.
T'otal Invoice 71,303.54
Sale Amount; 71,303.54
GST: 7,130.35
Total Inc GST: 78,433.89
Total Paid: 0.00
Balance Due:

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference:  8978inv4

br/EBZ_8978Inv4.doc

78,433.89
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8978 - First Mortgage Income Fund

Period 1 September 2013 to 30 September 2013

__Employee

.. Position

- Charge Out Rate

Total

Hours ..

$

Kelly-Anne Trenfield Senior Managing Director 590 1.10 649.00
Kelly-Anne Trenfield Sr Managing Dir 590 7.90 4,661.00
Ginette Muller Senior Managing Director 590 2.00 1,180.00
Ginette Muller Sr Managing Dir 590 6.90 4,071.00
Damian Bender Managing Director 550 9.30 5,115.00
John Corbett Managing Dir 550 9.50 5,225.00
Sally McBryde Managing Dir 550 0.10 55.00
Sally McBryde Managing Director 550 5.40 2,970.00
Christine Alterator Senior Director 545 1.30 708.50
Glenn O'Kearney Director 2 545 5.00 2,725.00
Glenn O'Kearney Sr Director 545 18.00 9,810.00
Lauren Morcom Senior Director 545 4.20 2,289.00
Justin Clarke Managing Director 500 2.00 1,000.00
Renee Lobb Director 485 9.80 4,753.00
Renee Lobb Director 1 485 1.10 533.50
Andrew Stokes Director 400 2.00 800.00
Aline Teixeira Sr Consultant 395 17.50 6,912.50
Eloa Zuardi Manager 1 345 3.50 1,207.50
Stuart Clancy Manager 1 345 0.10 34.50
Stuart Clancy Sr Consultant 345 1.30 448,50
Benjamin Robson Associate | 235 0.30 70.50
Ashleigh Ubank Administrative 130 0.30 39.00
Brittany Newman Administration 130 1.50 195.00
110.10 55,452.50

Sub total 55,452.50

OOPS 15,851.04

Total 71,303.54

GST Calculated 7,130.35

Total GST (Inclusive) 78,433.89
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 31 October 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv5
Reference: Remuneration and out of pocket expenses 1 October 2013 to 31 October 2013
Date Description Amount $
31/10/13  |LMIM Liquidators remuneration and out of pocket expenses (schedule 38,819.67
attached) incurred for work undertaken by the Liquidators and their staff
for the period 1 October 2013 to 31 October 2013 to administer, care for,
and preserve LM FMIF assets.
Total Invoice 38.819.67
Sale Amount; 38,819.67
GST: 3,881.97
Total Inc GST: 42,701.64
Total Paid: 0.00
Balance Due: 42,701.64

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference:  8978inv5

bn/EBZ_89781Inv5.doc

T —_
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8978 - First Mortgage Income Fund

Period 1 October 2013 to 31 October 2013

.. Employee Position Charge Out Rate
Ginette Muller Senior Managing Director 590 3.30 1,947.00
John Park Senior Managing Director 5390 1.20 708.00
Kelly-Anne Trenfield Senior Managing Director 590 3.40 2,006.00
Damian Bender Managing Director 550 9.70 5,335.00
John Corbett Managing Director 550 13.50 7,425.00
Glenn O'Kearney Director 2 545 10.90 5,940.50
Christine Alterator Director 2 545 0.10 54,50
Renee Lobb Director 1 485 2.80 1,358.00
Aline Teixeira Manager 2 395 12.40 4,898.00
Eloa Zuardi Manager 1 345 0.50 172.50
Mohamed Almulla Senior Accountant 2 325 26.30 8,547.50
Benjamin Robson Accountant 235 1.60 376.00
Marushka Flynn Administration 130 0.30 39.00
86.00 38,807.00

Sub total 38,807.00

OOPS 12.67

Total 38,819.67

GST Calculated 3,881.97
Total GST (Inclusive) 42,701.64
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 30 November 2013
To: LM First Mortgage Income Fund (“LM FMIF”)

Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217

Invoice No: 8978invé

Reference: Remuneration and out of pocket expenses 1 November 2013 to 30 November 2013
Date Description Amount $
30/11/13  |LMIM Liquidators remuneration and out of pocket expenses (schedule 57,541.56

attached) incurred for work undertaken by the Liquidators and their staff
for the period 1 November 2013 to 30 November 2013 to administer, care
for, and preserve LM FMIF assets.

Total Invoice

57,541.56

Sale Amount: 57.541.56
GST: 5,745.16

Total Inc GST: 63,295.72
Total Paid: 0.00
Balance Due: 63,295.72

Please pay to following account:

Account Name: LM Investment Management L.td (In Liquidation)
BSB: 064 000
Account Number: 13409 158

Payment Reference: 8978inv6

br/EBZ_8978Inv6.doc

496




8978 - First Mortgage Income Fund

Period 1 November 2013 to 30 November 2013 Total

Employee Position Charge Out Rate Hours
Ginette Muller Senior Managing Director 590 12.40 7,316.00
Kelly-Anne Trenfield Senior Managing Director 590 1.90 1,121.00
Damien Bender Managing Director 550 12.50 6,875.00
John Corbett Managing Director 550 19.00 10,450.00
Sally McBryde Managing Director 550 0.80 440.00
Glenn O'Kearney Director 2 545 11.50 6,267.50
Renee Lobb Director 1 485 8.10 3,928.50
Aline Teixeira Manager 2 395 2.80 1,106.00
Eloa Zuardi Manager 1 345 13.50 4,657.50
Mohamed Almulla Senior Accountant 2 325 35.80 11,635.00
Benjamin Robson Accountant 235 1.20 282.00
Jeremy Fox Accountant 235 3.30 775.50
Various Administration 130 5.30 689.00
128.10 55,643.00

Sub total 55,543.00

OO0PS 1,998.56
Total 57,541.56
GST Calculated 5,754.16

Total GST (Inclusive) 63,295.72
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 31 December 2013
To: LM First Mortgage Income Fund (“LM FMIF”)

Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217

Invoice No: 8978inv7

Reference: Remuneration and out of pocket expenses 1 December 2013 to 31 December 2013
Date Description Amount $
31/12/13  |LMIM Liquidators remuneration and out of pocket expenses (schedule 22,051.85

attached) incurred for work undertaken by the Liquidators and their staff
for the period 1 December 2013 to 31 December 2013 to administer, care
for, and preserve LM FMIF assets.

Total Invoice 27.051.85
Sale Amount: 22,051.85

GST: 2,205.19

Total Inc GST: 24,257.04

Total Paid: 0.00

Balance Due: 24,257.04

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference:  8978inv7

br/EBZ_8978Inv7.doc
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8978 - First Mortgage Income Fund

Period 1 December 2013 to 31 December 2013

Total

Employee Position Charge Out Rate Hours

Ginette Muller Senior Managing Director 590 0.20 118.00
John Park Senior Managing Director 590 0.50 295.00
Kelly-Anne Trenfield Senior Managing Director 550 0.40 236.00
Damien Bender Managing Director 550 4.50 2,475.00
John Corbett Managing Director 550 4.00 2,200.00
Sally McBryde Managing Director 550 0.60 330.00
Glenn O'Kearney Director 2 545 6.10 3,324.50
Renee Lobb Director 1 485 2.20 1,067.00
Aline Teixeira Manager 2 395 5.90 2,330.50
Eloa Zuardi Manager 1 345 2.00 690.00
Mohamed Almulla Senior Accountant 2 325 12.50 4,062.50
Benjamin Robson Accountant 235 0.50 117.50
Jeremy Fox Accountant 235 10.20 2,397.00
Various Administration 130 13.20 1,716.00
62.80 21,359.00

Sub total 21,359.00
OO0PS 692.85

GST Calculated 2,205.19
Total GST (Inclusive) 24,257.04

Total 22,051.85
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date: 30 June 2013

To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217

Invoice No: 8978inv1.2

Reference: Remuneration and out of pocket expenses 19 March 2013 to 30 June 2013
Date Description Amount $
30/06/13  [FMIF allocation of LMIM Administrators remuneration (schedule and 656,166.86

allocation basis attached) incurred for work undertaken by the
IAdministrators and their staff for general responsible entity work for the
period 19 March 2013 to 30 June 2013. Work (as allocated) undertaken to
administer, care for, and preserve LM FMIF assets. Allocation of time
based on Funds under Management. Includes remuneration incurred and
billed to LMIM by LM Administration Pty Ltd (Administrators Appointed)
(“LMA”) for work undertaken in relation to the ongoing management and
trading of LMA as service entity to LMIM in order for the service entity to
continue to provide resources to enable LMIM to administer, care for, and

preserve the LM FMIF.,
Total Invoice 656,166.86
Sale Amount: 656.166.86
GST: 65,616.69
Total Inc GST: 721,783.55

Total Paid: 0.00

Balance Due: 721,783.55

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: ~ 8978inv1.2

bn/EBZ_8978Inv!.2.doc
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8978 - FMIF General Responsible Entity Work

Period 19 March 2013 to 30 June 2013
s Employee i e e P

- Charge Rate.

Total GST (Inclusive)

Ginette Muller Senior Managing Director 575 8430 |  48,472.50
lan Francis Senior Managing Director 575 0.60 345.00
Joanne Dunn Senior Managing Director 575 63.80 36,685.00
John Park Senior Managing Director 575 45.10 25,932.50
Kelly-Anne Trenfield Senior Managing Director 575 65,60 37,720.00
Lachlan Mclntosh Senior Managing Director 575 4,00 2,300.00
Anthony Quach Senior Managing Director 567 21.00 11,900.07
Damian Bender Senior Managing Director 550 29.60 16,280.00
Sally McBryde Managing Director 550 400.60 220,330.00
Oliver Schweizer Managing Director 545 14.10 7,684.50
Justin Clark Managing Director 500 115.90 57,950.00
Benedict Pasco Managing Director 467 108.50 50,633.33
Andrew Weatherley Director 2 545 6.50 3,542.50
Brendan Nixon Director 2 545 13.60 7,412.00
Glenn O'Kearney Director 2 545 199.90 108,945.50
Christine Alterator Director 1 485 64.60 31,331.00
Clare Birnie Director 1 485 5.30 2,570.50
James Court Director 1 485 0.20 97.00
Lisa Cherry Director 1 485 10.20 4,947.00
Matthew Glennon Director 1 485 76.00 36,860.00
Ryan Zorgdrager Director 1 485 60.10 29,148.50
Andrea Antonino-Balce Director 381 55.50 21,142.73
Andrew Stokes Director 400 64,70 25,880.00
Patrick Ma Director 350 11.30 3,955.00
Renee Lobb Manager 2 395 246.20 97,249.00
Aline Teixeira Manager 1 345 1.90 655.50
Natasha Jonga Manager 1 345 0.40 138.00
Eloa Zuardi Senior Accountant 2 325 312,10 101,432.50
Hanane Aitoumerri Senior Accountant 1 285 0.20 57.00
Jessica Jedynak Senior Accountant 1 285 9.50 2,707.50
Mohamed Almulla Senior Accountant 1 325 0.40 130.00
Stuart Clancy Senior Accountant 1 325 0.60 195.00
Daniel Billings Senior Consultant 300 66.32 19,895.86
Benjamin Robson Accountant 235 169.10 39,738.50
Lisa Ringuet Accountant 235 0.30 70.50
Various Adminstration 130 146.80 19,084.00
2,474.82 1,073,417.99

Sub total 1,073,417.99

OOPS -
Total 1,073,417.99
GST Calculated 107,341.80

1,180,759.79
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date:

To:

Invoice No:

Reference:

31 July 2013

LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue

SURFERS PARADISE QLD 4217
8978inv2.2

Remuneration and out of pocket expenses 1 July 2013 to 31 July 2013

Date

Description

IAmount $

31/07/13

FMIF allocation of LMIM Administrators remuneration (schedule and
allocation basis attached) incurred for work undertaken by the
Administrators and their staff for general responsible entity work for the
period 1 July 2013 to 31 July 2013. Work (as allocated) undertaken to
administer, care for, and preserve LM FMIF assets. Allocation of time
based on Funds under Management. Includes remuneration incurred and
billed to LMIM by LM Administration Pty Ltd (Administrators Appointed)
(“LMA”™) for work undertaken in relation to the ongoing management and
trading of LMA as service entity to LMIM in order for the service entity to
continue to provide resources to enable LMIM to administer, care for, and
preserve the LM FMIF.

123,496.08

Total Invoice

123,496.08

Sale Amount:
GST:

Total Inc GST:
Total Paid:

Balance Due:

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13409 158

Payment Reference: 8978inv2.2

bn/EBZ_8978Inv2.2.doc

123,496.08
12,349.61

135,845.69
0.00

135,845.69
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8978 FMIF - General Responsible Entity Work

Period 1 July 2013 to 31 July 2013
. Fmployee. ... . . Position. . . . ChargeRate .

Kelly-Anne Trenfield Senior Managing Director 590 9.40| 5,546.00
Joanne Dunn Senior Managing Director 590 0.60 354,00
Sally McBryde Managing Director 550 51.50 28,325.00
Justin Clark Managing Director 500 10.00 5,000.00
Christine Alterator Director 2 545 7.80 4,251.00
Andrew Weatherley Director 2 545 26.00 14,170.00
Glenn O'Kearney Director 2 545 48.40 26,378.00
Renee Lobb Director 1 485 19.00 9,215.00
Andrew Stokes Director 400 27.00 10,800.00
Stuart Clancy Manager 1 345 0.90 310.50
Eloa Zuardi Manager 1 345 96.60 33,327.00
Benjamin Robson Accountant 235 29.90 7,026.50
Various Administrative 130 43.20 5,616.00
370.30 150,319.00

Sub total 150,319.00
OOPS -
Total 150,319.00
GST Calculated 15,031.90
Total GST (Inclusive) 165,350.90

Jul-13
Fund Name FUM EOM July 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $503,702.53 0.15% $223.78
LM First Mortgage Income Fund $277,979,504.81 82.16% $123,496.08
LM Australian Structured Products Fund $11,068,737.61 3.27% $4,917.43
LM Australian Income Fund $48,803,742.67 14.42% $21,681.71
Grand Total $338,355,687.62 100% $150,319.00
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 31 August 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv3.2
Reference: Remuneration and out of pocket expenses 1 August 2013 to 31 August 2013
Date Description \Amount $
31/08/13  |[FMIF allocation of LMIM Liquidators remuneration (schedule and 98,022.91
allocation basis attached) incurred for work undertaken by the Liquidators
and their staff for general responsible entity work for the period 1 August
2013 to 31 August 2013. Work (as allocated) undertaken to administer,
care for, and preserve LM FMIF assets. Allocation of time based on Funds
under Management.
Total Invoice 98,022.91
Sale Amount: 98,022.91
GST: 9,802.29
Total Inc GST: 107,825.20
Total Paid: 0.00
Balance Due: 107,825.20

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: 8978inv3.2

bn/EBZ_8978Inv3.2.doc

—_—
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8978 FMIF - General Responsible Entity Work

Period 1 August 2013 to 31 August 2013
.. FEmployee.ioo0 0 2 Posgltion

- Charge Rate

Kelly-Anne Trenfield Senior Managing Director 590 12.20 ' 7,198.00
Ginette Muller Senior Managing Director 5390 3.50 2,065.00
John Park Senior Managing Director 590 0.20 118.00
Damian Bender Managing Director 550 6.00 3,300.00
John Corbett Managing Director 550 4.00 2,200.00
Sally McBryde Managing Director 550 36.50 20,075.00
Justin Clarke Managing Director 500 5.50 2,750.00
Christine Alterator Director 2 545 18.90 10,300.50
Glenn O'Kearney Director 2 545 17.00 9,265.00
Lauren Morcom Director 1 485 2.00 970.00
Renee Lobb Director 1 485 32.20 15,617.00
Andrew Stokes Director 400 16,50 6,600.00
Stuart Clancy Manager 1 345 0.10 34,50
Eloa Zuardi Manager 1 345 82.80 28,566.00
Daniel Billings Sr Consultant 300 0.50 150.00
Benjamin Robson Accountant 235 28.40 6,674.00
Various Administration 130 17.60 2,288.00
283.90 118,171.00

Sub total  118,171.00
00PS -
Total  118,171.00
GST Calculated  11,817.10
Total GST (Inclusive)  129,988.10

Aug-13
Fund Name FUM EOM Aug 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $503,702.53 0.15% $177.60
LM First Mortgage Income Fund © $278,002,577.26 82.95% $98,022.91
LM Australian Structured Products Fund T $7,606,980.21 2.27% $2,682.20
LM Australian Income Fund o " 7$49,031,279.60 14.63% $17,288.29
Grand Total $335,144,539.60 100% $118,171.00
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 30 September 2013
To: LM First Mortgage Income Fund (“LM FMIF”)

Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217

Invoice No:  8978inv4.2
Reference: Remuneration and out of pocket expenses 1 September 2013 to 30 September 2013
Date Description Amount $
30/09/13  [FMIF allocation of LMIM Liquidators remuneration (schedule and 62,837.13
allocation basis attached) incurred for work undertaken by the Liquidators
and their staff for general responsible entity work for the period 1
September 2013 to 30 September 2013. Work (as allocated) undertaken to
administer, care for, and preserve LM FMIF assets. Allocation of time
based on Funds under Management.
Total Invoice 62,837.13
Sale Amount: 62,837.13
GST: 6,283.71
Total Inc GST: 69,120.84
Total Paid: 0.00
Balance Due: 69,120.84

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: ~ 8978inv4.2

bn/EBZ_8978Inv4.2.doc
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8978 FMIF - General Responsible Entity Work

Period 1 September 2013 to 30 September 2013
,,,,,,,,,,,,,,,,,,,,,,,, Employee . Positon - ... ChargeRate

Kelly-Anne Trenfield Senior Managing Director 7.80 ] 4,602.00
John Park Senior Managing Director 590 2.20 1,298.00
Ginette Muller Senior Managing Director 590 4.30 2,537.00
Sally McBryde Managing Director 550 6.80 3,740.00
John Corbett Managing Director 550 33.50 18,425.00
Glenn O'Kearney Director 2 545 7.80 4,251.00
Andrew Weatherley Director 2 545 0.40 218.00
Lauren Morcom Director 1 545 22.30 12,153.50
Christine Alterator Director 2 545 2.00 1,090.00
Renee Lobb Director 1 485 23.00 11,155.00
Andrew Stokes Director 400 0.60 240,00
Eloa Zuardi Manager 1 345 32.30 11,143.50
Stuart Clancy Manager 1 345 0.20 69.00
Benjamin Robson Accountant 235 17.10 4,018.50
Various Administration 130 5.30 689.00
165.60 75,629.50
Sub total 75,629.50

OOPS -
Total 75,629.50

GST Calculated 7,562.95
Total GST (Inclusive) 83,192.45

Sep-13
Fund Name FUM EOM Sept 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $503,702.53 0.15% $113.88
LM First Mortgage Income Fund $277,928,057.64 83.09% $62,837.13
LM Australian Structured Products Fund $7,583,957.35 2.27% $1,714.67
LM Australian Income Fund $48,492,898.91 14.50% $10,963.82
Grand Total $334,508,616.43 100% $75,629.50
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date: 31 October 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv5.2
Reference: Remuneration and out of pocket expenses 1 October 2013 to 31 October 2013
Date Description Amount $
31/10/13  [FMIF allocation of LMIM Liquidators remuneration (schedule and 38,239.55

allocation basis attached) incurred for work undertaken by the Liquidators
and their staff for general responsible entity work for the period 1 October
2013 to 31 October 2013. Work (as allocated) undertaken to administer,
care for, and preserve LM FMIF assets. Allocation of time based on Funds
under Management.

Total Invoice 38.239.55
Sale Amount: 38239.55

GST: 3,823.96

Total Inc GST: 42,063.51

Total Paid: 0.00

Balance Due: 42,063.51

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: ~ 8978inv5.2

bn/EBZ_8978Inv5.2.doc
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8978 FMIF - General Responsible Entity Work

Period 1 October 2013 to 31 October 2013

Total

~—Employee-— HpoSitionE et —Chal’g&Rate———f————————————f———Hours—r————777—7——777—7————$r— -
Ginette Muller Senior Managing Director 590 2.20 1,298.00
Kelly-Anne Trenfield Senior Managing Director 590 13.80 8,142.00
John Corbett Managing Director 550 18.20 10,010.00
Sally McBryde Managing Director 550 4.30 2,365.00
Christine Alterator Director 2 545 0.10 54.50
Lauren Morcom Director 1 545 1.50 817.50
Glenn O'Kearney Director 2 545 3.60 1,962.00
Renee Lobb Director 1 485 18.20 8,827.00
Eloa Zuardi Manager 1 345 20.30 7,003.50
Mohamed Almulla Senior Accountant 2 325 4,10 1,332.50
Benjamin Robson Accountant 235 14,70 3,454.50
Various Administration 130 5.40 702.00
106.40 45,968.50
Sub total 45,968.50
OOPS -
Total 45,968.50
GST Calculated 4,596.85
Total GST (Inclusive) 50,565.35
Oct-13 I
Fund Name FUM EOM Oct 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $503,702.53 0.15% $69.31
LM First Mortgage Income Fund $277,892,019.84 83.19% $38,239.55
LM Australian Structured Products Fund $7,152,513.28 2.14% $984.23
LM Australian Income Fund $48,511,075.02 14.52% $6,675.41
Grand Total $334,059,310.67 100% $45,968.50
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice
ABN 68 077 208 461

Date: 30 November 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978invo6.2
Reference: Remuneration and out of pocket expenses 1 November 2013 to 30 November 2013
Date Description Amount $
30/11/13 [FMIF allocation of LMIM Liquidators remuneration (schedule and 24,749.86
allocation basis attached) incurred for work undertaken by the Liquidators
and their staff for general responsible entity work for the period 1
November 2013 to 30 November 2013. Work (as allocated) undertaken to
administer, care for, and preserve LM FMIF assets. Allocation of time
based on Funds under Management.
Total Invoice 24749 86
Sale Amount: 24.749.86
GST: 2,474.99
Total Inc GST: 27,224,85
Total Paid: 0.00
Balance Due: 27,224.85

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: ~ 8978inv6.2

bn/EBZ_8978Inv6.2.doc

s
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8978 FMIF - General Responsible Entity Work

Period 1 November 2013 to 30 November 2013

Employee. . . ... .. Ppositon . ChargeRate = = B
Ginette Muller Senior Managing Director 590 1.00 590.00
Kelly-Anne Trenfield Senior Managing Director 590 10.20 6,018.00
John Park Senior Managing Director 590 0.10 59.00
John Corbett Managing Director 550 9.50 5,225.00
Damian Bender Managing Director 550 3.20 1,760.00
Sally McBryde Managing Director 550 0.40 220.00
Christine Alterator Director 2 545 0.60 327.00
Andrew Weatherley Director 2 545 0.20 109.00
Glenn O'Kearney Director 2 545 2.60 1,417.00
Renee Lobb Director 1 485 11.60 5,626.00
Eloa Zuardi Manager 1 345 22.60 7,797.00
Benjamin Robson Accountant 235 3.30 775.50
Brittany Newman Administration 130 0.10 13.00
65.40 29,936.50
Sub total 29,936.50
OOPS -
Total 29,936.50
GST Calculated 2,993.65
Total GST (Inclusive) 32,930.15
Nov-13 -
Fund Name FUM EOM Nov 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $564,036.23 0.17% $50.20
LM First Mortgage Income Fund $278,110,505.04 82.67% $24,749.86
LM Australian Structured Products Fund $7,590,941.43 2.26% $675.54
LM Australian Income Fund $50,126,580.33 14.90% $4,460.91
Grand Total $336,392,063.03 100% $29,936.50
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LM Investment Management Limited (In Liquidation) (“LMIM”)

Tax Invoice

ABN 68 077 208 461
Date: 31 December 2013
To: LM First Mortgage Income Fund (“LM FMIF”)
Level 1, 38 Cavill Avenue
SURFERS PARADISE QLD 4217
Invoice No: 8978inv7.2
Reference: Remuneration and out of pocket expenses 1 December 2013 to 31 December 2013
Date Description Amount $
31/12/13  [FMIF allocation of LMIM Liquidators remuneration (schedule and 11,313.73
allocation basis attached) incurred for work undertaken by the Liquidators
and their staff for general responsible entity work for the period 1
December 2013 to 31 December 2013. Work (as allocated) undertaken to
administer, care for, and preserve LM FMIF assets. Allocation of time
based on Funds under Management.
Total Invoice 11313.73
Sale Amount: 11313.73
GST: 1,131.37
Total Inc GST: 12,445.10
Total Paid: 0.00
Balance Due: 12,445.10

Please pay to following account:

Account Name: LM Investment Management Ltd (In Liquidation)
BSB: 064 000
Account Number: 13 409 158

Payment Reference: ~ 8978inv7.2

bn/EBZ,_8978Inv6.2.doc

—_— e
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8978 FMIF - General Responsible Entity Work

Period 1 December 2013 to 31 December 2013
. Employee

_ Position .

Dec-13

Fund Name FUM EOM Dec 2013 FUM as percentage of Total  Allocation WIP
LM Cash Performance Fund $564,036.23 0.47% $76.21
LM First Mortgage Income Fund $83,734,890.55 69.37% $11,313.73
LM Australian Structured Products Fund $7,115,945.32 5.89% $961.46
LM Australian Income Fund $29,298,324.86 24.27% $3,958.60
Grand Total $120,713,196.96 100% $16,310.00

Ginette Muller Senior Managing Director 590 2.20 1,28,00
Kelly-Anne Trenfield Senior Managing Director 590 5.60 3,304.00
John Park Senior Managing Director 590 0.10 59.00
John Corbett Managing Director 550 2.50 1,375.00
Sally McBryde Managing Director 550 0.30 165.00
Christine Alterator Director 2 545 0.50 272.50
Andrew Weatherley Director 2 545 0.30 163.50
Glenn O'Kearney Director 2 545 1.40 763.00
Renee Lobb Director 1 485 8.60 4,171.00
Eloa Zuardi Manager 1 345 9.30 3,208.50
Mohamed Almulla Senior Accountant 2 325 1.20 390.00
Benjamin Robson Accountant 235 4,30 1,010.50
Brittany Newman Administration 130 1.00 130.00
37.30 16,310.00
Sub total 16,310.00

OOPS -
Total 16,310.00
GST Calculated 1,631.00
Total GST (Inclusive) 17,941.00
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5 June 2014

| i A
Ms Ginette Muller ] %5‘1

Liquidator oo
clo FTl Avvnrez & Marsas
Level 9, Corporate Centre One, 2 Corporate Court

Bundall QLD 4217

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

Dear Madam

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

RE: FTI Remuneration and expenses (memorandum attached)

[ refer to my appointment as Joint and Several Receiver and Manager of the FMIF and to your letter
dated 12 March 2014 (“Letter") requesting payment of your remuneration and expenses as
Administrators and Liquidators of the LM Investment Management Limited (“LMIM").

As you are aware, the appointment of various insolvency practitioners over LMIM and its related funds
is somewhat complex and given the quantum of your fees and your various appointments to date, we
felt it was necessary to review your request in detail. In the interests of FMIF, we thought it would
assist your understanding of our conclusions reached and facilitate a way forward by setting outin a
memorandum the legal and practical issues which we see arising from your remuneration request. A
copy is attached. For avoidance of any doubt, in sharing this memorandum with you we do not waive
privilege in relation to any advice received by us in respect of your Letter.

In summary and using the categories set out in your letter, | note the following:

1 Category 1

While invoices submitted each contain a general description, itis not clear to us what work has been
done to administer and preserve the fund noting that:

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

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

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

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

attach,

CLEAN AB-140626-LIMINMANOT-FTT Foe lotter-IMN (2)
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Employee Date Amount ($) Comment

Ginette Muller 10 April 2013 1,725.00 Telephone Hookup with NZ advisers.
Agree to provide additional information
and circular. Note the issues and
answers that Advisers are looked to be
updated on. Agree to provide further
information relating to the situation as
soon as possible.

- Ginette Muller 15 April 2013 1.150.00 Telephone call to Trust Company

| regarding the possible replacement of

LMIM as RE; review of current position

and discussion with KWM regarding
same.

- John Park 16 April 2013 2012.50 Meeting with Phillip Pan.
" Teleconference with Norton Rose and

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

Accordingly, to the extent you wish to claim an equitable (Universal Distributing) lien for payment of
your remuneration out of the FMIF scheme property, would you please

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

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

+ quantify the work performed in pursuance of those steps.

By way of example only, David Whyte's application to the Queensland Supreme Court provides a
good illustration of the level of information required to identify an equitable entitlement to payment of
remuneration out of scheme property.

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

2 Category 2

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

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

Castle Partners. Team update meeting.
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referable to winding up the FMIF. The tasks listed in the breakdown of the costs appear to be more
consistent with tasks normally performed in the liquidation of & company rather than tasks performed
in relation to winding up FMIF. In this regard, these costs would need to be paid from the assets of
LMIM in its own right and not that of FMIF,

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

Category 3

have approved $159,521.45 (including GST) out of $199,223.20 (including GST) invoices issued for
Category 3 as these costs appeared reasonable and were specific to controlling the assets of FMIF. |
note that the balance of fees withheld were not specific to your role as controllers, but as your duties
as the administrators or iquidators of the responsible entity (Category 1), If you are able to do the
same exercise in relation to the balance of Category 3 costs as we have requested in relation to the
Category 1 costs, [ will review these again and approve the payment of those invoices which you are
able to quantify as specific to realising and or preserving the assets of FMIF,

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

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

Joseph Hayes /

Joint and Several Receiver and Manager
/;

ce: v

David Whyte

BDO

By email: David Whyte@bdo.com.au

et
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MEMORANDUM

FROM lan Niccol DATE 26 May 2014

PROJECT REF  LMINMANO1

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

1. Executive Summary

1.1 The FTI Consulting letter dated 12 March 2014 (FTI Letter) requests payment of invoices for
remuneration and expenses incurred for the period 19 March to 31 December 2013,

1.2 The FTI Letter categorises remuneration, fees and expenses into the following categories:

% Category 1 - remuneration and expenses for tasks incurred which were specific to the LM
FMIF; and

P Category 2 - remuneration incurred for tasks categorised as 'general responsible entity
work" which has been charged and allocated across the schemes of which LM is RE in
accordance with the corresponding percentage of funds under management of the relevant
schemes,; and

* Category 3 - remuneration incurred for tasks specific to the FMIF controllerships.

1.3 The request made in the FTI Letter proceeds upon the premise that "where work has been
undertaken in relation to [Scheme Property], the costs and expenses of the Administration,
including the remuneration of the Administrators, the Liquidators and their staff, are payable from
those assets",

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

1.6 In order for us to be satisfied that it is appropriate to pay FT1 Consulting's invoices for
remuneration and expenses out of FMIF assets, we must be satisfied:

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

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

- a Court, in the exercise of its inherent equitable jurisdiction, has directed that the
administrators' and/or liquidators' remuneration and expenses may be paid out of
FMIF assets, and
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as regards the Category 2 remuneration, that:

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

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

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

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

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

the entittlement of voluntary administrators and liquidators to remuneration and indemnity for
disbursements and expenses from the estate of the insolvent (RE) company, and

the entitlement of voluntary administrators and liquidators to reimbursement from trust
assets (or scheme property) for remuneration and expenses incurred in relation to the
external administration of a corporate trustee (or RE).

A RE is entitled to fees pursuant to section 601GA(2) of the Corporations Act and the constitution
of the relevant scheme of which the RE is responsible entity. Clause 18.3 of the FMIF constitution
relevantly provides that the:

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

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

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

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

Disbursements incurred in the course of an administration or liquidation are incurred by an
administrator or liquidator as agent for the insolvent company, that is, they are an expense of the
corporate entity. The administrator or liquidator has a right of indemnity out of the company's
assets for payment of those expenses. Further, such expenses are accorded statutory priority
pursuant to sections 556(1)(a) and (c) of the Corporations Act. Similarly, the remuneration of a
voluntary administrator or liquidator, is afforded statutory priority in section 556(1)(de) of the
Corporations Act.

Page 2
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Under section 501 of the Corporations Act in a voluntary winding up it is "the property of a
company” that is to be applied in satisfaction of its liabilities. Importantly, therefore,
disbursements and remuneration incurred by an administrator or liquidator are payable out of the
assets of the insolvent company. Upon the administration or liquidation of a company which acts
as an RE, section B01FH(b) of the Corporations Act provides that an administrator or liquidator of
that RE is entitled to exercise the RE's rights to be indemnified out of scheme property.

Application of principles to the remuneration request made in the FT1 Letter

Category 1 invoices

In terms of the remuneration and expenses in Category 1, those expenses (totalling
$1,706,919.32) are referable to tasks performed and expenses incurred by the administrators and
liquidators of LM (although invoiced pursuant to invoices issued by LM bearing invoice numbers
"8978invt - 8978inv7") (Category 1 invoices).

Applying the principles outlined above to the Category 1 invoices, absent the application of the
Universal Distributing principle or a Court order (both of which are discussed below), the
administrators and liquidators of LM would be entitled to such remuneration as is:

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

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

In terms of the Category 1 expenses which FT1 Consulting has caused LM to incur, those
expenses:

are payable out of the assets of LM in priority to other unsecured claims on its estate
(pursuant to section 556(1)(a) and/or (¢) of the Corporations Act), and

if they, or a subset of them, are expenses for which LM as RE of the FMIF would be entitled
to be indemnified pursuant to the terms of the FMIF constitution, FTI Consulting may cause
LM to exercise its rights pursuant to section 601FH(b) of the Corporations Act (and clause
18.5 of the FMIF constitution), to meet those expenses from FMIF scheme property.

There are two additional principles to note in relation to the Category 1 invoices.

First, although property subject to a valid charge is not generally available to meet the claims of
unsecured creditors, pursuant to the principles identified by the High Court in Universal
Distributing an administrator or liquidator who has done work in preserving and realising the
property charged has a right to be paid remuneration and expenses referable to that work out
of the proceeds of realisation, in priority to the holder of the charge. An administrator or liquidator
has an equitable lien for the remuneration and expenses incurred in this regard: see Shirlaw v
Taylor (1991) 31 FCR 222 at 228-31; Stewart v Atco Controls Pty Ltd (in lig) [2014] HCA 15 at 22~
23 (Stewart v Atco Controls).

The lien can arise in any situation where it would be inequitable for a person who has created or
realised a valuable asset in which others claim an interest, not to have their costs, expenses and
fees incurred in producing the asset paid out of the fund or property created: see: Thackray and
Others (in their personal capacity and as receivers and managers of Great Southermn Managers
Australia Ltd (rec’rs and mgrs apptd) (in liq) v Gunns Plantations Ltd (2011) 85 ACSR 144, [2011]
VSC 380 at [41] per Davies J (Thackray v Gunns); Re S & D International Pty Limited (in lig)
(rec’r & mgr apptd) [2009] VSC 225,

e 2
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In order for us to be satisfied that an equitable lien of the type identified in Universal Distributing
has arisen, we will need FT1 Consulting to identify what the administrators and/or liquidators have
done to create, preserve or realise an asset or fund against which the equitable lien would attach.
An example of the level of detail required in relation to the identification of tasks and a description
of how the tasks correlated to the creation, realisation or preservation of scheme assets is found
in Thackray v Gunns at paragraphs 16-30. Notably, only work done in connection with those
steps may be reimbursed pursuant to the Universal Distributing principle (see: Stewart v Atco
Controls at 40).

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

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

describe the work performed in pursuance of those steps; and

quantify the work performed in pursuance of those steps.

(f a Universal Distributing equitable lien is not identifiable in relation to the Category 1
remuneration and expenses, there is a second pathway pursuant to which FTI Consulting may be
entitled to payment of the Category 1 remuneration and expenses from the FMIF assets.

The authorities establish that a liquidator (or administrator) may be entitled to be indemnified out
of trust (or scheme) assets in respect of remuneration or disbursements incurred in relation to
certain activities and where the assets of the insolvent corporate trustee (or RE) are insufficient to
meet those liabilities. In 13 Coromandel Place Pty Ltd v C L Custodians Pty Ltd (1999) 30 ACSR
377 (Coromandel) Finkelstein J expressed the principle as follows (at 385).

" . provided a liquidator is acting reasonably he is entitled to be indemnified out of trust
assets for his costs and expenses in carrying out the following activities: identifying or
attempting to identify trust assets; recovering or attempting to recover frust assets;
realising or attempting to realise trust assets; protecting or attempting to protect frust
assets; distributing trust assets to the persons beneficially entitled to them..."”

Notably, however, a liquidator of a corporate trustee or responsible entity is not entitled, as of
right, to the payment of remuneration and expenses out of scheme property or to priority in
relation to such remuneration and expenses. Rather, the authorities confirm that a liquidator of an
insolvent responsible entity or trustee has no more than the ability to approach the Court to seek
an exercise of its inherent discretion (derived from its inherent equitable jurisdiction in relation to
trust funds) to allow those fees and expenses to be paid. See, for example: Re Berkeley
Applegate (Investment Consultants) Ltd (in lig); Harris v Conway & Ors [1989] 1 Ch 32; Shirlaw v
Taylor, Re Application of Sutherland (2004) 50 ACSR 297; Re Sutherland; French Caledonia
Travel Service Ply Ltd (in lig) [2003] 59 NSWLR 361 (French Caledonia); Trio Capital Limited
(Admin App) v ACT Superannuation Management Pty Ltd [2010] NSWSC 941 at [20] (Trio).

Page 4
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The principles regarding the payment of a liquidator's remuneration out of trust assets were
summarised by Black J in Re MF Global Lid (in lig) (no 2) [2012] NSWSC 1426 at [55] as follows:

"The Court has an inherent equitable jurisdiction to allow a trustee remuneration, costs
and expenses out of trust assets, which extends to a person such as a liquidator which
is for practical purposes controlling a trustee: Re Application of Sutherland [2004]
NSWSC 798, (2004) 50 ACSR 297, Trio Capital Ltd (admin apptd) v ACT
Superannuation Management Pty Ltd above. The Liquidators acknowledge authority
that that jurisdiction may not be exercised where the Company does not solely act as
trustee and has sufficient beneficial agsets to meet the liquidators' remuneration, costs
and expenses, and where the work done by the liquidator in relation to trust assets
may properly be treated as done for the purposes of winding up the company's affairs.
The principle that, where a company has assets which are not held on trust, the
liguidator's costs should usually fall on its non-trust assets was recognised in Re GB
Nathan & Co Pty Ltd (in lig) (1991) 24 NSWLR 674 at 685-689 and the authorities were
considered by Young CJ in Eq in Re Greater West Insurance Brokers Pty Ltd [2001]
NSWSC 825, (2001) 38 ACSR 301."

Whether the liquidator's application for reimbursement of remuneration and expenses out of
scheme property will be granted is a matter for the exercise of the Court's discretion having
regard to all circumstances of the case. See Trio at [20]. In this regard, we note that:

“Even though a liquidator needs to go to court fo have it established that he has a right
of remuneration from trust assets for work done in administering them, that right is one
which is not accorded the liquidator in the exercise of some kind-hearted discretion of
the court, but is accorded to him in accordance with equitable principle.”" Frernch
Caledonia at[211].

There are two further considerations in relation to such applications:

the distinction between work performed as liquidator (or administrator) of the insolvent (RE)
company and work performed for the benefit of the scheme; and

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

Where an activity of the liquidator can be seen to be solely concerned with the winding up of the
company and not with the performance of duties as trustee or RE the cost of that activity is not
ordinarily to be charged to trust assets (or scheme property). In Bastion v Gideon Investments
(2000) 35 ACSR 486 (at 480) (citing Re G B Nathan and Co Pty Ltd (in lig) (1991) 24 NSWLR 674
(at 688)), Austin J held that:

“ltihere is a distinction between costs and expenses incurred by the liquidator in the
course of administration of a trust which the company is trustee, and costs and
expenses of the liquidation, though it is not always easy to draw.”

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

identifying or attempting to identify trust assets;

recovering or attempting to recover trust assets,

realising or attempting to realise trust assets;

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

Other activities of a voluntary administrator or liquidator may be considered to be for the purposes
of the voluntary administration or liquidation of the insolvent RE, rather than for the benefit of the
scheme.

Absent:

a clear basis on which it could be said that the equitable lien identified in Universal
Distributing has arisen; or

a direction from the Court as to the payment of the Category 1 invoices from FMIF assets,

we do not have sufficient information or grounds to approve the payment of the Category 1
invoices from the FMIF assets.

Category 2 invoices

LM, in its capacity as RE of the FMIF, is entitled to the fees set out in clauses 18.3 and 18.4 of the
EMIE constitution. The Category 2 invoices relate to tasks categorised as 'general responsible
entity work... undertaken to administer, care for, and preserve LM FMIF assets.’” The Category 2
invoices bear invoice reference numbers "8978inv1.2 - 8978inv7.2" (Category 2 invoices).

The Category 2 invoices give rise to two principal issues:

the RE's entitlement to remuneration; and

the proposed allocation of LM remuneration between the funds or schemes.
RE's entitlement to remuneration

In terms of LM's entitlement to fees, Ginette Muller's 27 June 2013 affidavit filed in the Qld
Supreme Court proceedings deposed (at paragraphs 47-49) that the management fees of 5.5%
p.a. had not been charged by LM since FTI Consulting's appointment and that LM would not
charge the management fees of 5.5% p.a. to the FMIF. The RE must be taken (pursuant to
clause 18.9 of the FMIF constitution) to have waived its entitlement to the management fees.

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

(notwithstanding the appointment of the Court Receiver) the winding up of the scheme
(clause 18.4(k)); and/or

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

In other words, provided FT1 Consulting can establish that fees were incurred by LM in discharge
of one of the duties outlined in clause 18.4, LM as RE will be entitled to recover those fees from
the FMIF assets. The only limitation on this entitlement is that the fees must be incurred in
accordance with the FMIF constitution (clause 18.8), namely, that they were incurred in the
performance of one of the duties identified in clause 18.4 and that they were not incurred
negligently, fraudulently or in breach of trust (see FMIF constitution at clause 18.1(c))).

Page 6
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In this regard, it is noted that:

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

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

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

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

Proposed allocation of RE remuneration between the funds and schemes

The Category 2 invoices are said to relate to 'general responsible entity work’ which has been
charged and allocated across the schemes of which LM is RE in accordance with the
corresponding percentage of the schemes' funds under management,

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

as regards work done and expenses incurred in what may be described as general

liquidation matters:
“..the position is a little more involved... If that work is unrelated to the
beneficiaries and their claims it is difficult to see how the costs may be
charged against their assets. In the case of a company that has carried on
the business of trustee it might be that much of the work involved in the
liguidation is necessary for the proper administration of the frust. But it is
unlikely that this will be so where the company did not act solely as trustee
or at least did not act in that capacity to a significant extent, In that event,
the liquidator will be required to estimate those of his costs that are
attributable to the administration of trust property and only those costs will
be charged against the trust assets™’

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

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

Y Coromandel at 509 per Finklestein J (cited by Carpbell J in French Caledonia at 426.)

* Re Suco Gold Pty Ltd (in lig) (1983) 33 S.AS.R. 99 (Suco Gold) at 109 (per King CJ), referring to what was then section 262 of the
Companies Act,

Flenrass 7F
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& " The liquidator is not entitled to charge the beneficiaries of one trust with the costs and
expenses incurred in relation to the other trust. Accordingly, it will be necessary for the
liquidator to estimate the costs and expenses incurred insofar as they relate to each trust
and only charge those costs to the trust on whose behalf the work is performed. If that
estimate is not possible then a pari passu distribution of the costs and expenses will be in
order as envisaged by King CJ in Suco Gold, supra..." % and

+ the Courts recognise that "If the trustee cannot, with some accuracy, apportion the expenses
of administration between the various trusts, ‘the maxim that equality is equity should
provide the solution to the problem of apportionment”. See Suco Gold at 109 (per King CJ),
referring to what was then section 292 of the Companies Act and Trio at [34].

3.29 In particular, and as regards the Category 2 invoices, unless it can be shown that the ‘general
responsible entity work' performed was greater in respect of schemes with a higher quantum of
funds under management and less in respect of schemes with a lower guantum of funds under
management, the proposed allocation of category 2 remuneration across the schemes by
reference to the quantum of funds under management will be inequitable.

3.30 In considering an allocation of remuneration weighted to schemes with greater assets, the NSW
Supreme Court in Trio found that the allocation proposed by the administrators had the effect of
preferring the interests of the administrators to the members of the schemes (in contravention of
their duties as administrators and of Trio's duties as RE) and prejudiced the rights of members of
the schemes inter se: Trio at [25] and [36]. In Trio the Court refused to make the orders sought by
the administrators and directed that the administrators' remuneration and expenses for
administering the RE and for general responsible entity activities (which could not be allocated to
any single scheme) be pro-rated in equal proportions across all schemes: see Trio at [36],
consistent with relevant authority: see Suco Gold; Coromandel.

3.31 In order to be able to approve the payment of the Category 2 invoices we will need FT1
Consulting to:

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

4 provide evidence that the proposed allocation of RE fees contemplated by the Category 2
invoices is directly referable to the (greater) degree of work incurred by the RE in relation to

the FMIF.

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

# 13 Coromandel Place Ply Ltd v CL Custodians Ply Lid (in liq) (1999) 30 ACSR 377: 17 ACLC 500 at 509 per Finklestein J (clted in Re
Sutherfand: French Caledonia Travel Service Pty Lid (ir lig) [2003) 59 NSWLR 361 at 428.)
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Tel: +61 7 3237 5999

Fax: +61 7 3221 9227 Level 10, 12 Creek St
www.bdo.com.au Brisbane QLD 4000
GPO Box 457 Brisbane QLD 4001
Australia

via email: john.park@fticonsulting.com

John Park

Leader Australia - Corporate Finance/Restructuring
FTI Consulting

22 Market Street

BRISBANE QLD 4001

10 July 2014

Dear John

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

| refer to our recent meeting and previous correspondence in relation to FTI’s claim for remuneration
and outlays in relation to the period from 19 March 2013 to 31 December 2013, and including
McGrathNicol’s letter of 5 June 2014 setting out the requirements of the Receivers and Managers for
this to be assessed further.

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

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

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

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

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

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

. If the amount which the expert reports as the appropriate sum for FTI’s remuneration and
expenses for the period 19 March 2013 to 31 December 2013 (“the relevant period”) is less, by 15%
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or more, than the sum claimed by FTI for such remuneration and expenses then the cost of the

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

The expert should be provided with the following information:

o A copy of FTI’s original claim;

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

o Acopy of this letter;

o A structure chart detailing the various insolvency appointments to the LM group and the inter-
relationship between the entities;

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

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

o A copy of the correspondence between FTI and BDO in relation to the ongoing role of the

responsible entity post the appointment of the court appointed Receiver on 8 August 2013.

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

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

For the purpose of the expert preparing his report about the amount to be paid to FTI for its

remuneration and expenses in the relevant period:

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

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

The expert will review all of the information provided to him under the arrangements set out in

this letter, and will produce a report setting out the amount which, in his opinion, is properly

payable to FTI for remuneration and expenses for the relevant period. When the report is
completed, the expert will provide each of McGrathNicol, FTI and me with a copy of it;

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

On the basis you agree to this process an application for directions pursuant to the terms of my

appointment will be made seeking:

o The court’s agreement to the process;

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

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

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

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

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

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

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

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

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

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

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

Could you please advise if you are agreeable to appointing an expert to review your claim and subject
to the above comments/conditions.

Should you have any queries in this respect, please contact me on (07) 3237 5887.

Yours faithfully

David Whyte
Receiver and Manager
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19 March to 30 June 2013 657,581.36 656,166.86 n/a n/a

July 2013 546,132.50 123,496.08 n/a
August 2013 142,979.00 98,022.91 293,830.00 33,563.50
September 2013 55,452.50 62,837.13 84,460.50
October 2013 38,807.00 38,239.55 111,262.00
November 2013 55,543.00 24,749.86 116,373.00
December 2013 21,359.00 11,313.73 412,658.00 45,895.00
January 2014 0.00 0.00 77,988.50
February 2014 0.00 0.00 152,825.00 94,079.00
March 2014 0.00 0.00 74,997.00
April 2014 0.00 0.00 195,000.00 83,856.50
May 2014 0.00 0.00 98,851.50
June 2014 0.00 0.00 118,000.00 111,345.50

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

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

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

appointment

to 30 June 2014

Figures are GST exclusive
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14 August 2014
Our Ref: GOK_RFZ_89741116.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

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

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

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

This is an open letter.
Threshold issues

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

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

FTI Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8965 | GCMC QLD 9726 | Australia
+61 7 5630 5222 telephone | +61 7 5630 5299 fax | fticonsulting.com

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

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

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

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

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

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

The Category 1 and Category 2 claims are those by the Company under the indemnity held as
Responsible Entity of the FMIF. That being said, | am cognisant that claims may only be made for
work referable to the FMIF; this is dealt with in further detail below.

ﬁ F T
CONSULTING

Im

530



There should be no controversy surrounding the ability to have recourse to trust assets to meet
the outlays and expenses incurred in undertaking managerial duties in respect of trusts of which
the Company is Trustee.

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

Relevantly, at [7] of His Honour’s reasons, Justice McMurdo states:

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

At [8] His Honour said:

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

Category 1 claims

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

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

Please find *attached a detailed categorisation of the work undertaken by my office in relation to
our Category 1 claims. To assist in the resolution and further discussion of this matter, |
considered it most appropriate to break down our claims across the following periods:
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e 19 March 2013 to 10 July 2013;

e 11 July 2013 to 8 August 2013;

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

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

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

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

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

i it seemed to encompass a longer term hold and/or build-out strategy while
awaiting overall market recovery;

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

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

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

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

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

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

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

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

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

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

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

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

Our time incurred in relation to the proceedings leading to your appointment have been
included in full. The Orders made by Justice Dalton on 20 December 2013 in regard to
the Company being indemnified to the extent of 20 per cent of its costs of the
proceedings relate solely to the legal costs incurred in the proceedings. Her Honour’s
order is not applicable to the administrators’/liquidators’ own claim for remuneration and
expenses. In particular, an attack on this remuneration was foreshadowed by your
solicitors, but expressly abandoned.
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Category 2 claims

| note your comment that the Liquidators should seek directions from Court in relation our
Category 2 claims. Notwithstanding your current view | provide the following commentary on this
category of costs.

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

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

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

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

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

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

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

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

Next Steps

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

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

Yours faithfully
FTI Consulting

TRIC s

John Park
Liquidator
*Encl.

CC:

Joseph Hayes
McGrathNicol

GPO Box 9986
SYDNEY NSW 2001
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Our reference;

Your reference;

Mr Ashley Tiplady
Russells Lawyers

Brisbane

Dear Colleagues

Mr Schwarz

Tucker&CowenSolicitors

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.tuckercowen.com.au

11 September 2014

Email atiplady@russellslaw.com.au

Partners.

Davld Tucker,
Richard Gowen.
David Schwarz.
Justin Marschke,

Special Counsel,
Tyler Griffin,
Geoff Hancock,

Assoclates.

Dan Ryan,
Sylvia Lopez.
Marcelle Webster,
Alex Nase.

Emily Anderson,
Daniel Davey,
Nicole Withers,
Dugald Hamilton,
Olivia Roberts,
Ashley Moore,

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

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

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

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

During the megting, we raised certain particular queries, and I indicated that I would reiterate those queries in

correspondence, which I now do. Those particular issues were as follows:-

L

In the letter from FTI to Mr Whyte dated 14 August 2014, there is a reference on the third page (beneath the
heading “Category 1 Claims”) to the category 1 claims now including “the balance of category 3 claims that were
not approved by McGrathNicol for the petiod 19 March 2013 to 31 December 2013”,

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

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

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

(a) Are detailed explanations of the work that was petformed by Mr Corbett available (noting that the letter
from FTT states that Mr Corbett provided weekly timesheets)?

\Mesvrexch\data\radixdm\documents\lmmatter\1303774\00862307-002.docx
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Mr Ashley Tiplady
Russells -2- 11 September 2014

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

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

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

(b) If so, what is the basis for mixing the work undertaken in the LMA voluntary administration with work
undertaken in the administration and winding up of LMIM and the FMIF?

© That time should be separately identified,

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

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

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

We look forward to hearing from you.

Yours faithfull

7

David Schwarz
Tucker & Cowen

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

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

Liability limited by a scheme approved under Professional Standards Legislation,
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CONSULTING

29 September 2014
Our Ref: GOK _89741130.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

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

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

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

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

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

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

Liability limited by a scheme approved 1nder Professional Standards Legislation,
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29 September 2014

Page 2 of 4

The invoices submitted relating to the borrower Carrington Management Pty Ltd
maybe more accurately referred to as a claim relating to the controllership of
Pinevale Villas Morayfield Pty Ltd (Pinevale). 1suggest a further review of these
invoices may be appropriate to establish whether these claims might be more
appropriately charged to the Pinevale loan. If that is the position reached folldwing
our discussions, we will reduce our remuneration claim by this amount and resubmit
the claim as remuneration payable under the controllership appointment over the
Pinevale Loan.

2. Time charged by John Corbett

(a)

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

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

To assist in your evaluation of the work performed by Mr Corbett for the benefit of the
LM FMIF, please find *attached a copy of Mr Corbett's affidavit filed in Proceedings
3383 of 2043. This affidavit outlines Mr Corbett's involvement and the voluminous
tasks undertaken by him in respect of the LM FMIF.

3. Category 2 Costs

(@)

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




29 September 2014

Page 3 of 4

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

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

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

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




29 September 2014
Page 4 of 4

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

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

Yours faithfully
FTI Consulting

“RIC .

John Park
Liquidator

*Encl.
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Ms Ginette Muller AI% &
Liquidator ALVAREZ & MARSAL
c/loFTI
Level 9, Corporate Centre One, 2 Caorporate Court
Bundall QLD 4217
By email: ginette.muller@fticonsulting.com By Email

Dear Madam

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

RE: FTl fees in relation to specific borrowers of FMIF

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

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

GST inclusive

Dot St
[ IETIR TN S I R R

A A Ly

Invoice number Borrower Description o Date Amount ($)
8978inv13C Lot 111 Fees from 19 March to 31 October 31-Oct-13  4,217.40
8978inv10C Green Square Fees from 19 March to 31 October 31-Oct-13 3,002.45
8978inv6.2C Carrington Fees from 1 December to 31 December  31-Dec-13 621.50
8978inveC Carrington Fees from 19 March to 31 October 31-Oct-13 7,131.85
8978inv2C Bellpac Fees from 19 March to 31 October 31-Oct-13  14,148.20
8978inv22C Tall Trees Tanah Merah Fees from 19 March to 31 October 31-Oct-13  10,515.45
8978inv22.2C Tall Trees Tanah Merah Fees from 1 November to 30 November  30-Nov-13 64.90
Total unapproved fees o 39,701.75

All other category 3 costs have been reviewed and approved for payment.

AB-140417-LMINMANO1-FTI Borrower costs-MH
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Should you have any queries regarding the above, please contact either lan Niccol or myself.

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

Joseph Hayes
Joint and Several Receiver and Manager

CC:

David Whyte

BDO

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

Page 2
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Name
John Corbett

John Corbelt

John Carbett

John Corbett

John Corbett

John Corbett

John Corbeft

John Corbett

John Corbett

John Corbett

Position
Senior External Consultant

Senior External Consuitant

Senior External Consultant

Senior External Consultant

Senior Extemnal Consultant

Senior External Consultant

Senior Extemnal Consultant

Senior External Consultant

Seniar External Consuitant

Senior External Consultant

Date
22/03/2013 to 28/03/2013

2/04/2013 to 05/04/2013

08/04/2013 to 12/04/2013

15/04/2013 to 19/04/2013

22/04/2013 to 26/04/2013

29/04/2013 to 3/05/2013

04/05/2013 to 10/05/2013

11/05/2013 to 17/05/2013

18/05/2013 to 24/05/2013

25/05/2013 to 31/05/2013

Hrs Adj
15.50

19.50

23.50

2550

4300

60.50

35,00

3550

37.50

Charge Out Rate
190.00

190.00

190.00

190.00

190.00

190.00

190.00

190.00

180.00

180.00

Charge ARITA
2945.00 Assets

3705.00 Assels

4465.00 Assets

584250 Assets

4845.00 Assets

8170.00 Assets

11495.00 Assets

6650.00 Assets

6745.00 Trade-On

712500 Assets

Narrative

in conjunction with the LM asset managers, undertook an initial review of all MIF Tall Trees assels, contracls, statutory requirements and inter-relationships to
understand issues, impacts of the Relirement Villages Act and summary of asset positions. Each asset was individually revlewed In tum through & workshop
process over several days.

in conjunction with the LM asset managers, undertook a file by file review of MIF assets, contracts, counterparties, construction progress, titleing and loans
postion (for primarily Bridgewater, Sources, OVST, Redland Bay and Cabooalture) to understand issues and asset positions and start the process of formulating
strategies on each of these files,

In conjunction with the LM asset managers, undertook a file by file review of assets, contracts, counterparties, construction progress, titleing and loans postion for
Keppel Bay, Kingopen, Aalto, Peregian Beach, Tall Trees moded as well as working through follow up material for other assels previously discussed.

In conjunction with LM staff, undertook a file by file review of assets, contracts, counterparties, construction progress, titieing and ioans postions for St Crispins, U-
Own, Madres Property, Coulter, Brambleton, Lot 111, Glendenning and KPG 13th Beach. Review asset plans under development and commence development of
fund evel strategy and fund reporting. Undertook a series of discussions with Deutsche Bank regarding the format and requirements around additional reporting

to the bank. Commenced review of MIF loans with specific MPF involvement to understand positions and inter-relationships.

Continuation of development of individuat asset plans across the MIF assets as further information is presented by the LM staff and commence development of a
fund level strategy (including cash flow integration of Tikety where possible or determining what information would be required to determine
same and liming of potential payouts to investors), Development of fund level investor report. Further review of loan positions, contractual positions, divestment
options and funding requirements for files with MPF involvement. Begin process of sorting out new extemal payment gateway for investor payments with CBA.

Underiaking detailed reviews of individual MIF fund assets and developing asset specific strategies and plans and folding these into the evolving fund level
strategy and cash flow. This undertaken through a series of formal discussions and workshops with the specific LM staff managing the files, Attended a number of
discussions with Tall Trees around refi . asset capex, mark over the space of the week, Continuation of writing up the investor communication
document and detailed review of fund level day to day cashflow position.

Continuation of process of undertaking detalled reviews of individual MIF fund assets and developing asset specific strategies and plans and folding these into the
evolving fund level strategy and cash fiow. This undertaken through a series of formal discussions and workshops with the specific LM staff managing the files.
Cantinuation of writing up the investor communication document and detailed review of fund level day to day cashfiow position, developing asset plans and fund
level strategy far use In court and in investor communications, manage and drive the enacting of strategies. Preparation of additional detailed fund materials for
court. Dealing with compliance issues acrass the fund. Dealing with hedging / FX position and examining options on how to re-hedge positions.

Conducted a series of meetings to review progress across MIF fund assets on an asset by asset basis with the individual LM staff responsible. Finalisation /
writing up of specific asset plans and fund level strategy material for use in court and investor communications. From the progress meetings, conducted a
workshop to update and refine the fund cash flow, Review of Greystanes and Source files with the LM staff to consider implicatians of the additional information
received. General fund administration around day to day cash fiows and payments. Payment volumes now approaching 30+ per day each of which require review
and sign-off.

Work through FX hedging altematives for the fund investors to deal with unhedged exposures with implications for offshore investors. Also worked through
options to resalve the outstanding hedge liabilities with Western Union. Detailed review of cashfiow to determine future ability to meet forthcoming payments and
identify cash flow stress points and funding issues, ability to retire DB debt per arangements and meet future ies for drawdown on files. Detailed lega! and
commercial review of the complex Bellpac file over a series of workshops over three days - the various legal issues, legal opinions, judgements handed down.
position between MIF and MPF {(complex), conversion of bonds and initiate development of an action limeline and future milestones,

Review of MIF fund assets with individual asset manager on a file by file basis over several days - comparison with asset plans, progress achieved and resets as
appropriate. Review of fund end of month cash flow prior to Deutsche Bank principal and interest General fund ion (pay etc). Dealing
with additional Tall Trees issues across the properties and with the operator - involving several meetings and discussions with the operator. Dealing with review
and authorisation of day to day payments across each of the asset files as well as general fund leve! payments (up to 30 paymentswith detailed supporting

de tation d and pr d per day).
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SUPREME COURT OF QUEENSLAND

REGISTRY:  Brisbane
NUMBER: 3383 of 2013

Applicants: RAYMOND EDWARD BRUCE AND
VICKI PATRICIA BRUCE
AND
First Respondent: LM INVESTMENT MANAGEMENT LIMITED

(ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND

AND
Second Respondents: THE MEMBERS OF THE LM FIRST

MORTGAGE INCOME FUND
ARSN 089 343 288

Third Respondent: ROGER SHOTTON
Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

JOHN DAMIAN CORBETT, accountant and banking and finance cansultant, care of
22 Market Street, Brisbane Queensland, states on oath;-

1. I am a managing ditector of FTI Consulting (Australia) Pry Lrd (FTI).

2. 1 am a qualified accountanr, and have over 25 years’ experience in
arranging and structuring large-scale financing sofutions (up to $3 billion) tor ptoject
financed assets, resource projects, social and economic infrastructure wansactions and

complex business operations.,

"

- “,f./’ PAGE 1
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A pme ™ S .
Signed .~ ' Solicitor/Bamister/fustice o the Peace
AFFIDAVIT OF JOHN DAMIAN CORBETT Russells
Level 21
Filed on behalf of the First Respondent 300 Queen Street
BRISBANE 4000
Form 46 Rule 431 Phone: 07 3004 8888
Fax: 07 3004 8899

imc_20130471_247 (2).doc
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3. Chief among my recent prefessional experience is steucturing, financial
analysis, asset valuation financial modelling, business case development, negotiation

and evaluation of:

(a) The Clem Jones Tunnel ($2.5 billion):
(b Newecastle Coal Infrastructure Group Coal Terminal (§3 billion); and
(c) most recently, the development ol an agricuftural company (Hassad

Australia) for the Qatar Invesunent Authority (over $500 million).

4. My curriculum vitae is now produced and shown 1o me and marked

”JDCI :r‘

Admindstration of LMIM

5. [ have been engaged on the affairs of the LM First Morigage Income Fund
(LM BMI Fund), and other funds of which LM Investment Management Limited
(LMIM) is the responsible entity, since Mr Park and Ms Muller were appointed as
administrators of LM Investment Management Limited on 19 March, 2013. In recent

limes, 1 have concentrated my work on the LMFMI Fund.

Asset Portfolio of LM FMI Fuand
6. The LM FMI Fund has a portfolio of assets comprising 27 loans to

companies that own or are developing properties in the [ollowing sectors:

{a) Aged care;

(b} Commercial;

{c) Industrial;

() Residenrial; and

(e} Specialised residential.

""" PAGE2
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7.

Under Ms Muller’s direction, 1 have led a team of professional staff of FTI,

and also stat{ of a service company, LM Administrarion Pty Ltd (administrators

appointed} (LM Admin) in undertaking a comprehensive strategy review of each of

the properties. including a detailed analysis of the financial and developmenial

positions for each. That review has involved:

(a)

(f)

seeking, obtaining, collating and reviewing information from the recards of

the LM EMI Fund, LMIM, and LM Admin regarding:

(i) the foan and mortgage arrangements (including the debt
position), for each property;

(i) LMIM's proposals for the development of each property, as at
19 March, 2013; and

(1ii) the consequent likely value of cach property.

mae or FTT staff alongside LM Admin staff inspeciing the properties to

understand the physical characteristics, including any proposed

development of the property:

identifying oppoertunities that are reasonably available 1o provide value to

niembers of the LM FMI Fund in the short term;

considering whether the developiment proposals for the properties were

appropriate, given development timeframes, market conditions and the

nieced hoth to optimise returns to members of the LM FMI Fund, and 1o do

0 as soon as reasonably practicable;

reporting lo Ms Muller and discussing with her and other senior stall of

FTl as 1o the matters mentioned above; and

implementing action as a result of decisions made.

C’MN“\\

PAGE 3

)
-~ 7.
7 A L

R Ty |
7

Signed”

Solicitor/Bandstertustice.of the-Beace

553




8. It emerged soon after FTI's appointment that, although LMIM and LM
Admin were working [rom financial plans for the whaole of the LM FMI Fund, there
was, in my opinion, inadequate financial avalysis of, and planning tor, the
development and performance of individual assets. 1 formed Lhe view that,
particularly because most of the 27 loans were in default on the appointment of the
administrators, this individual, detailed analysis and planning was necessary. I
discussed this with Ms Muller and she directed me to prepare a detailed analysis for
each property underlying each ol the 27 loans. This has been a very subsiantial task.
It is not yet comnplete, especially in refation to the valuation of the underiying
properties where additional specialist input is required into development and property

zoning options,

9. For the purposes of the administration ol LMIM, in respect of the LM EMI

Fund, Ms Muller and other senior FIT staff have also undertaking the following work:

{(a} analysing. considering and understanding financial arrangements and
structures between LMIM, LM Administration. Pty Lid, the LM EMI1 Fund
and the LM Managed Performance Bund:

(b) meeting regularly with vepresentarives of Deutsche Bank to discuss
proposed strategies to ensure Deutsche Bank was aware of the
administrators’ plans and did not take any action which may be prejudicial
to members’ intevests;

(¢} considering and calculating a plan of distribations of capital to members of
the LM FMI ¥und satisfactory to Deutsche Bank, and to see its loan vepaid

in full as soon as practicable.

10. In the course of this work, T and FTI stalf have developed individual cash

flow madels for each of the assets, and these models also now feed into an over-

T PAGE 4
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arching cash flow model for the entire LM FMI Fund, This model plans the entire
work-out of the LM FMI Fund, development of those underlying properties that can
be profitably developed and repayment in full of the Deutsche Bank facility with a
minimum of interest and associated cost. The plan involves return of all capital 10

members within three years.

1L, I do not exhibit these models, because they are commercially very

sensitive, and because they very large documents.

2. On the appointment of the administrators, [ also ascertained that neither
LMIM nor LM Admin had obtained valuations {or most of the underlying properties
for at least the two years the preceding appointment. The review that [ have
undertaken, in consultation with Ms Muller, has involved the need to obtain
substantjal (inancial planning and other valuation advice, and 10 commission
valuations of key properties in a planned way. That is, to manage cash flow and to
plan and execure this review carefully, we have been identifying what we have
termed “easy wins”, and also identified the more substantial commercial exposures -
and opportunities ~ for the assets LM FMI Fund. In that process, the administrators

have obtained fresh valuations for over half the 27 underlying properties.

13. Again, I do not exhibit these valuarions, for the same reasons that apply 1o

the individual and 1M MIF Fund cash flow models.

14. As a result of that work, [ have, in consultation with Ms Muller and other
senior FTI stall, developed detailed surategies for each property. ‘Those strategies have
being prepared having regard to:

{a) current and forecast market conditions;
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() the likely costs and risks associated with developing cach property yet to bie
developed;

(c) the objective of undertaking an orderly asset sale program, in a
commercially advantageous manner, to return members’ investment
capital in a timely way; and

(d) the need (o realise and optimise capital returns for members of the LM FMI

Fund.

Report by Responsible Entity

15. I the course of undertaking the strategic analysis work for LM FMI Fund’s
assets, I, and I believe the administrators, have been very mindful of the need to keep
members ol the fund informed of the outcome of the work. [ have been responsible
for the preparation of a report entitled “Report by Responsible Entity”, dated

7 June, 2013 (the RE Report). Now produced and shown to me and marked “JDC2”
is a true copy of that report. (Whereas in this affidavit I have referred to “propertics”,

in that report I refer to “assets”,)

16, | believe the information contained in the RE Report is true and correct,
based upon the information that was available for each of the assets of the LM FMI

Fund and the analysis that has been undertaker.

ey PAGE 6
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17. All the facts and circumstances deposed to are within my own knowledge
save such as are deposed to from information only and my means of knowledge and

sources of informatian appear on the face of this my Affidavit.

SWORN by JOHN DAMIAN CQ?RBETI‘ on 26 June, 2013 at Brishane in the presence

of: x—‘;‘,
~,__,4”’:“ / % “#/
Deponent ’ Solicitor/Barrster/ st e TPeace
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SUPREME COURT OF QUEENSLAND

REGISTRY: Brishane
NUMBER: 3383 of 2013

Applicants: RAYMOND EDWARD BRUCE AND
VICKI PATRICIA BRUCE
AND
First Respondent: LM INVESTMENT MANAGEMENT LIMITED

{ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND

AND
Second Respondents: THE MEMBERS OF THE LM FIRST

MORTGAGE INCOME FUND
ARSN 089 343 288

Third Respondent: ROGER SHOTTON
Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

Exhibit "JDC1" to the Alflidavit of JOHN DAMIAN CORBETT sworn 26 June, 2013.

—

T

A it

Deponent Sohmm /Barfﬁfrﬂrrsm'c‘nf‘mt’-f’vmr

CERTIFICATE OF EXHIBIT Russells
Level 21

Filed on behalf of the First Respondent 300 Queen Street
BRISBANE 4000
Phone: 07 3004 8888

Form 47 Rule 435 Fax: 07 3004 8899

itne_20130471_247 (2).doc
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FTI Consulting

22 Market Strest
Brisbana, OLE 4000
Australia

Tal +67 (D)7 3225 4360

Fax: +31 (0)7 3225 4999

Education
B.Bus Capricornia Institute
of Advanced Education

M Bus (App Fin) University
of Technolagy Sydney

Certifications
MAICD

Professional
Assoclations

Chair ~ Infrastructure
Assoclation of Qld

[l e
™ H
COMNS UL

Key Skills

» Evaluation and due diligence management of critical business case components of
major projects across economic and social infrastructure

e Capital reviews and capital structuring of transactions and borrowing entities

« Strategic planning / business management

s Rlisk identification, assessment, allocation, mitigation and management
Financial analysis, asset vatuations and financial modelling

+ Preparing and negotiating major project finance documentation

Professional Education and Industry Associations

2008-13

Infrastructure Association of Board Member - Current
Queensland Chairman

1992 University of Technology Master of Business (Applied
Sydney Finance)

1986 Capricornia [nstitute of Bachelor of Business

Advanced Education (Aocountancy)

Relevant Experience

John has over 20 years experience in arranging and structuring large-scale financing
solutions ($50 million to $3 billion) for large corporate and muttinational clients, local
government entities, state government enterprises, corporate agribusiness clients, project
financed assets, social and economic infrastructure transactions and complex business
operations.

John's experience extends across retall and wholesale trade, local government financing,
cotton production and marketing, grain, catfle and sheep production, manufacturing, coal
mining, waste services, airports, ports, toll roads, gas-fired power stations, renewable
energy transactions (wind and hydro), coal seam methane gas production and regulated
energy transmission.

Financing Expertise

* Undertaken financing, corporate and local government budgetary analysis and capital
structuring, project structuring, asset valuation, sector risk analysis, financial risk
analysis, risk mitigation strategies and financial modelling analysis for agricultural, local
government, manufacturing, infrastructure, mining and retailing operations over the past
24 years.

¢ 8 years experience in reviewing, analysing, financing and critiquing business plans and
physical operations across a variety of corporate ($30m to $500m) agricultural inferests
extending across irrigat@_.c}qtmn, dryland grain cropping, cattie breeding and finishing,
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cattle feedlots, and sheep operations throughout New South Wales and Queenstand.

12 years experience in reviewing and negotiating project, finance and construction
documentation across greenfield developments in gas-fired power generation in NSW
and Queensland, greenfield wind farm developments in South Australia, a community
housing project in NSW, a port development in NSW and a toll road development in
Queensland in order to mitigate transaction and construction risk and integrate these
outcomes Into the financing solutions for each project.

Extensive experience in reviewing and analysing the technical aspects of transactions
(alongside specialist independent consultants engaged to critically analyse individual
transactions) to determine any technical or transactional weaknesses and address these
issues in the financial structure to ensure the bankabllity of the transactions.

Broad Sector Experience

Managed the due diligence, analysis, structuring, independent expert reviews,
negotiation and documentation of Lead Arranger and Joint Lead Arranger financing
roles across a wide varlety of transactions including:

The acquisition of a portfolio of private hospitals for in excess of $1 billion by one of the
existing leading private hospital operators;

Specific purpose funding for 2 local government bodies totalling in excess of $100m;

3 separate acquisitions over 18 months for a domestic analgesics and therapeutics
manufacturer prior to the sale of the consolidated business for >$200m;

Between 1992 and 1996, the acquisition and development of over $600m of irrigated
farming properties across New South Wales and Queensland by 3 separate overseas
investors and 6 separate domestic farming operations;

Over 4 consecutive years, arranged and managed the cotton merchant financing
(including cotton and forelgn exchange hedging) for around 60% of the annual
Australian cotton crop;

The construction and operation of the 450MW Braemar Power gas fired peaking plant in
Queensland;

The construction and operation of the 2B0MW Lake Bonney Wind Farm in South
Ausfralia;

Acquisition of Hobart Airport;
Bond University’s acquisition of their campus fram EIE Corporation;

The construction and operation of the 600MW Uranquinty gas fired peaking plant In New
South Wales;

The construction and operation of the Braemar 2 gas fired peaking / intermediate plant
in Queensiand,;

Fully analysed and structured bld far Curragh coal mine;

Fully analysed and structured bid for Tweed River Sand Bypass PPP.

Current Industry Roles and Transactional Recognition

- T

CONSULTING

Board member (2007 — current)-and Chair of the Infrastructure Association of
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Queenstand (IAQ).

¢ Board Member and Chair of Audit & Risk Committee (2009 — current) for Hassad
Australia Pty Ltd (a >$500m agricultural company owned by the Qatar Investment
Authority) .

o Authored the IAQ's October 2008 PPP Guidelines submission to Infrastructure Australia.

o Co-winner, CFO Awards 2008 Project Finance Deal of the Year for the Newcastie Coal
Infrastructure Group coal terminal at Newcastle.

» Co-winner, 2006 AsiaMoney Project Finance Deal of the Year for the Lake Bonney Wind
Farm transaction,

e Runner-up for the 2005 ALB Law Awards Project Finance Deal of the Year for the
Braemar Power Station transaction.

Agribusiness and Agriculture Experience

s Broad agriculture and agribusiness sector experience:
» Livestock (cattle, sheep)
* Intensive livestock {cattle feedlots, poultry)

* Processing (cattle, sheep and pig abattoirs, poultry processing, cotton ginning, dairy
pracessing, food processing)

» Dryland cropping (coarse grains, cotton, sugar)
¢ lrrigated cropping (coarse grains, cotton, sugar)
*  Commodity marketing (grains and cotton)

s 4 years running the ANZ corporate agriculture portfolio for NSW which covered sheep
producers, cattle producers, grain cropping, cotton producers (dryland and irrigated),
sheep abattoirs, cattle abattoirs, cotton ginning, cotton marketing, grain marketing,
poultry processing & production and diary processing;

= 4 years running the ANZ Qld Corporate portfolio which included its exposures as lead
financier to North Australian Pastoral Company, Kilcoy Pastoral, Golden Cirdle,
Bundaberg Sugar, KR Darling Downs, Norco, Wallace Logan and other major beef
producers);

» Development of the business plan for and current Director of Hassad Australia Pty Ltd —
a >$500m agricultural company wholly owned by the Qatar Investment Authority
operating sheep breeding and dryland cropping properties across all mainland states in
Australia. In 2013, Hassad Australia is set to become the largest sheep producer and
top 4 grain producer in Australia.

ONSULTING fliconsutting.co.uk 3
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SUPREME COURT OF QUEENSLAND

Applicants:

First Respondent:

Second Respondents:

Third Respondent:

Intexrvener:

REGISTRY: Brisbane
NUMBER: 3383 of 2013

RAYMOND EDWARD BRUCE AND
VICKI PATRICIA BRUCE

AND

LM INVESTMENT MANAGEMENT LIMITED
(ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND

AND

THE MEMBERS OF THE LM FIRST
MORTGAGE INCOME FUND
ARSN 089 343 288

ROGER SHOTTON

AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

Exhibit "JDC2" 10 the AHidavit of JOHN DAMIAN CORBETT sworn 26 J une, 2013:

A
"”! /’ —_—

Deponent

Solicitor/Barristertpasticeofthe Peace

CERTIFICATE OF EXHIBIT

Filed on behalf of the First Respondent

Form 47 Rule 435

Russells

Level 21

300 Queen Street
BRISBANE 4000
Phone: 07 3004 8888
Fax: 07 3004 8899

imc_20130471_247 (2).doc
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7 June 2013
Qur Ref: RCL_8974r17 (FMIF) Caver {3r.docx

CIRCULAR TO INVESTORS IN THE LM FIRST MORTGAGE INCOME FUND AND FEEDER FUNDS

Dear Sir/Madam
RE: LM Investment Management Limited (Administrators Appointed) ACN 077 208 461 (“LMIM”)

| refer to the appointment of John Park and me as joint and several Administrators of LMIM on
19 March 2013 pursuant to resolution of LMIM board of directors.

Please find *enciosed a Circular to the Investors in the LM First Mortgage Income Fund (“FMIF”)
and the feeder funds to the FMIF, namely the Currency Protected Australian Income Fund and
the Institutional Currency Protected Australian Income Fund.

Contact Detalls

Investors are able to obtaln further information as follows:

1. Regular updates will be provided on the LMIM voluntary administration website
(www Iminvestmentadministration.com); ot

2. You can send an emall to mail@tmaustralia,com.

Yours faithfully
FTI Consulting

Ginette Muller
Voluntary Administrator

*Ench.

11 Consulting {Ausiraiie) Ply Limited
t\B'\l 49 '_LGL\ 397 811 i ACH 16D 367 H11
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CRITICAL THINKING AT THE CRITICAL TIME™

LM Investment Management Ltd

{Administrators Appointed)

ACN 077 208 461
As Responsible Entity of LM First Mortgage Income Fund and Feeder Funds

Report by Responsible Entity

7 June 2013

FT1 Consulting

GPQ Box 3127

BRISBANE QLD 4000
Telephone: (07)3225 4900
Facsimile: (07) 3225 4999

www.fticonsulting-asia.com
Liability limited by a scheme approved under Professional Standards Legislation

564




TR
CONSULTING

Purposes

This report has been prepared for the purpose of informing Investors of LM First Mortgage Income Fund
(Fund or FMIF) and thelr Advisors only (collectively known as ‘Recipients’) of:

(a) the work that has been undertaken as at the date of this repont, in the administration of LM
Investment Management Limited (Administrators Appointed) (LMIM), in relation-to the FMIF; and

{b) the financial position of the FMIF, particuslarly by reference to its assets.

This report may be used by Recipients in coannection with their investment in the FMIF or for the purpose of
advising of taking instructions from clients who are Investors in the FMIF.

However, it is not to be used for any other purpose nor disseminated to any other person.

No copy of all or any part of this report may be made without the prior written consent of Voluntary
Administrators of LMIM.

By accepting a copy of this report, each Recipient agrees o use the report solely for the purposes, and in
accordance with the conditions, set out above.

Please note, consistent with the obligations imposed by Principal 2 (Use and Disclosure) of the National
Privacy Principles, confidential borrower information including horrower identities, loan values and
realisable asset values have not been disclosed within this repott.
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1 Executive Summary

1.1 Administrators Appointed

LM Investment Management Limited (Administrators Appointed) ACN 077 208 481 ('LMIM"), the
Responsible Entity of the LM First Mortgage Income Fund (the ‘Fund’ or ‘FMIF') appointed John
Park and Ginette Muller as Voluntary Administrators of the Responsible Entity on
19 March, 2013.

LMIM is in voluntary administration. The FMIF is not in administration. The FMIF is legally
segregated and a separate entity from the Responsible Entity. The FMIF remains closed to new
investors and quarantined to ensure its assets are protected.

1.2  The Portfolio Management Team

The Administrators recognised at the outset the importance of quickly assembling a balanced
and experienced team who have a sole focus on the assets in the Funds (including FMIF. The
Administrators have assembled a small dedicated and experienced team to oversee the
management of the Fund assets and provide additional expertise into the development and
execution of asset strategies. Existing LMIM staff, with the requisite skills and knowledge, has
also been retained by the Administrators to continue to manage the Fund’s assets. The two
teams have been working very closely together for the last two months to review all assets and to
identify avenues to maximise the returns to investors.

The FTI personnel of the assembled asset team have no other responsibilites on the
administration besides a focus on working through all the LMIM Fund's assets (inclusive of FMIF),
to progress these assets and maximise the returns to investors in the shortest time that is
commercially feasible.

The team is headed up by John Corhett, a former banking executive with extensive commercial
experience across property financing, property development, mortgage and legal issues, strategic
planning, business operations, financial analysis and project management. John has extensive
banking and commercial experience which includes being a former board member of a
government owned property development entity with a greater than $500 million portfolio of
residential development projects which required structuring, funding, development and sale of
the completed projects in the open market to achieve a commercial rate of return.

John is supported by 3 personnel from FTI with a collective 40+ years experience in property,
business planning & operations, financial modelling, financial analysis, project management,
legal and security issues and dealing with real estate assets that are mortgagee in possession
{(noting that most of the FMIF assets are managed on a day-to-day basis by LMIM staff as
mortgagee in possession with FT1 oversight).
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The Staff from LMIM consists of three highly experienced/qualified development managers, four
experienced project managers and property development staff, LMiM's financial
management/accounting team and LMIM in-house legal and paralegal staff.

The team overseeing the LMIM team forms the core resource group for managing the FMIF
assets, This team is supported by outside expertise for specific technical, legal and commercial
reviews in addition 1o the market assessments and valuations if and when required.

As was communicated in the Circular to Investors on 25 April, 2013, the overarching Fund
strategy remains as follows: to “undertake an asset sales program with an orderly sale of all the
remaining assets of the Fund in a commercial manner, with an objective to return investors’
investment capital as quickly as commercially possible”.

The Administrators continue to work with LMIM management to prioritise the following:

s progress the orderly sale of all the remaining assets of the Fund and provide a return of
investors’ investment capital as quickly as possible; and

» protecting asset value and ensuring the least possible disruption to investors.

LMIM and the Administrators (herein known as the ‘Responsible Entity") continue to be fully
committed to providing investors with a high level of transparency and meaningful information
with regards to their investment in the Fund. The Responsible Entity fully appreciates the impact
of the closure and decline in capital vaiue of the Fund to individual investors over the past couple
of years, together with the uncertainties created through the Voluntary Administration of LMIM.

We would Iike to assure investors that the Responsible Entity is working to maximise the capital
return of the fund in a timely manner and trust that this comprehensive fund update will provide
further comfort in this regard.

2 Fund Level Administration Update

2.1 Fund Qverview

The FMIF comprises a portfolio of 27 commercial loans with a historical book value of
$326,102,759 (per the last formal investor update dated 24 January, 2013). Two of these loans
have had all security sold and mortgages released. However, there is residual debt on each one
and these files now need to be closed - these have been disregarded when we discuss the
various assets later in this report. fn addition there are two borrowers each with two separate
loans for the same asset. These have been treated as one facility in each case for the purpases
of discussion later in this report. The majority of these mortgages have defaulted and whete this
is the case FMIF is acting as mortgagee in possession.

The Responsible Entity is currently conducting a review of the business and all of the LMIM funds
and is now writing to provide a comprehensive update to investors as a matter of priority.
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We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. It is too early in the process to include into
the portfolic assessment potential outcomes such as a succeessful rezoning of a land subdivision
or the like and this may have future positive benefit to the valuation of the FMIF.
The following table presents an aggregate view of the assets types and potential strategies that
the Responsible Entity would employ over a two vear period for each asset type.

Commercial ' Méinly 'dbrﬁp'lete'd’ o; ba&iallix bo}npleted pfo}ééié S 6%
- focus is to resolve issues, develop marketing
» optlons and progress to saie N
fIndustrat ‘ o mpleted: 4%
oS0 yalueupsides- - - ' N
Residential Mix of completed partlally completed and 23%
development sites - complete projects where
appropriate; marketing and sale of completed
assets and assessment of options for
development sites. 7 o
Speciaused ~Com o;ects with'localised: marketand _14%.
“Percentages based an FMIF foan balance as at 31/1.2/2012
Portfolio Asset Type - April 2013
w Aged Care
& Commercial
= Industrial
# Residential
« Specialised
Residential

As can be seen, the portfolio has a very heavy exposure to the aged care asset sector with all of
the related projects in various stages of planning or development.

o1
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2.2 Comprehensive Asset Strategy Review

This review has been conducted to ensure that a thorough approach is being adopted across all
assets to identify issues and impediments to maximising value in a timely manner. In addition, it
also allows the Responsible Entity to confidently deliver to the twofold primaty objectives of
retumning investors’ investment capital as quickly as commercially feasible, and also to maximise
the returns to investors.

As a part of the structured review process undertaken by the Administrators and LMIM asset
management team, the following key tasks have been performed:

e Verified the current status of all assets to understand issues that may be impacting value or
delaying the realisation process in order to directly and swiftly address all asset deterioration
issues;

s Validated ownership and lending structures and identified stakeholders;

» Asset valuations were reviewed as part of each asset strategy. In many cases, the asset
valuations were outdated (3 or 4 years old) and new valuations are being sought as part of
our assessment process;

s Further independent expert input was sought for specific asset issues where required;

e Detailed asset and fund level cash flows were developed by determining future asset related
rental income and operating expenses, development costs, sale revenues and selling costs,
This information was essential ta better understand the impacts of different strategies and
allow fully informed decision making;

* Using the above analysis and recent market data, all existing assets were reviewed and
analysed to develop refined individual asset strategies. A clear and considered focus was
maintained on maximising value to investors and expediting capital return. The key elements
are balancing risk and time with expected outcomes to ensure that the portfolio retums can
be fargely delivered in a progressive manner over the next two years. The following specific
topics were addressed during the reviews:

o ldentify all options to maximise value;

o Identify timely asset realisations whilst maintaining asset value (referred herein as
“Quick Wins"™);

o Develop individual strategic plans for each asset;
o ldentify and quantify risk issues;
o Develop defined process steps for action and monitoring;

o Based on the refined strategies, individual asset action plans have been established
containing clear LMIM accountabilities and timelines;
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o Atotal Fund leve! strategic plan and financial plan was developed which consolidated
Individual asset strategies into a total fund strategy, including a repayment schedule
for the Deutsche Bank facility and a schedule for the estimated timing of investor
returns; and

o The Responsible Entity’s strategy supports the aveidance of a fire sale.

From this process, the Responsible Entity has clearly established the next steps in working
through the FMIF asset portfolio, including:

o Constant ongaing refinement and monitoring of asset level strategic plans and financial
assessments;

e Take action on the identified Quick Wins; and
e Take action to rezone identified assets in order to improve value.

The overall objectives that the Responsible Entity is working towards are:

* Maximising the returns to investors from asset divestments;
» |dentifying and securing opportunities to minimise costs;

e Providing for the full repayment of the Oeutsche Bank facility in June, 2014
(facility maturity); and

* Provide distributions of capital to investors as the fund is wound down.

2.3  Maximising Asset Values
Throughout the portfolio update section of this report we have outlined the following:

« The Responsible Entity’s current and very early stage assessment of whether there is likely to
be a reduction in asset values as we work through the portfolio wind-down;

¢ The methodologies being adopted to stabilise assets where issues are apparent; and

* The review of the existing asset strategies to identify and progress alternate asset strategies
that have the potentiat to further improve value without undue risk.

All of these efforts of the dedicated Responsible Entity asset team are directed towards seeking
to enhance investor value through either improvements in asset values, faster return of capital to
investors or reductions in FMIF costs. As such, we will continue to provide comprehensive
updates of the portfolio and will be endeavouring to enhance the total portfolio return beyond
that currently indicated through our early stage assessments.
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2.4 The Asset Valuation Process
Whilst the asset valuations were considered and updated as a part of the review outlined above,
limitations encountered have meant that there are still qualifications to a definitive valuation of
the Fund at this stage. Those [imitations are as follows:

s Additional independent data is needed to be gathered and assessed;

= Complexity of the assets and related project issues require more time for analysis; and

¢ Some issues, challenges and potential incremental value opportunities need to be further
clarified before individual asset strategies can be finalised and agreed.

However, the Responsible Entity would like to highlight the following:
¢ Development loans are being assessed on both an “as is” basis and “as if complete”
basis; and

¢ A number of these development loans are in default and a current independent review of
asset values is required.

From a whole of fund valuation perspective, the Fund is vulnerable to any movements in the
value of underlying property and with a large proportion of these loans classified as
“development loans” and “in default” it is likely that there will be further downside movement in
the valuation of the Fund. We are presently receiving and analysing independent verification
data such that we can provide clear valuation guidance in the next update. We appreciate that
investors are looking for this Information as soon as possible. We are working to provide
valuation information as quickly as is feasible, whilst being cognisant of the need to present
realistic and verifiable data.

The assets therefore require well considered and efficient strategies to arrest declines in asset
values. This is a high priority area for the Administrators’ asset team and one where they are well
experienced to direct and assist LMIM management.

2,5  BIS Shrapnel Report

BIS Shrapnel have prepared a report that comprises an evaluation of key variables used in
feasibility studies undertaken by LMIM when developing an asset strategy for the FMIF. The
purpose of the report was to determine if key variables adopted are, in BIS Shrapnel’s opinion,
fair and reasonable and to provide commentary around these assumptions and inputs. The
Responsible Entity has reviewed this report and taken into consideration the outcomes of the
report in light of the potential asset strategies being adopted (outlined above) by the Responsible
Entity. In some instances the asset strategies that will be employed by the Responsible Entity
differ from those recommended by BIS Shrapnel given that BIS Shrapnel were wotking to a much
longer asset work out timeframe compared to the Responsible Entity who is working on winding
down the fund in a progressive manner over the next two years.

2.6 Minimising FMIF Costs

The Administrators’ have implemented a comprehensive operational system since the date of
their appointment that addresses pre-existing gaps in financial controls, including cash flow

,z"’“' A 8

f"

“\\ ,/_1 e ,.:r{j*—"“‘“‘“

/’/7‘/

572




ﬁ!—' T
CONSULTING

modelling at the individual asset / loan book level, With the introduction of controller level
budgets and cash flow modelling, the Responsible Entity is now able to better control and identify
avenues to reduce asset holding costs. This, together with comprehensive control systems to
monitor expenses, will substantially assist the Responsible Entity in our objective to maintain
tight cost controls and cost reductions across the FMIF portfolio.

2.7  Hardship Payments

Historically, hardship payments to investors approved by ASIC have been made by the Fund
where redemption requests have been frozen and where capital distributions were on hold
pending necessary asset realisations. The fund is being wound down and asset realisation
strategies implemented to allow future periodic capital distributions. Capital distributions
commenced in March, 2013. It is intended that the periodic capital distributions to investors
continue in a planned and regular manner. This process in turn, materially decreases the need
for separate hardship payments to continue. Should a circumstance arise and be approved by
ASIC that would dictate the need for a separate hardship payment, the Fund will consider the
request, however it is intended that regular periodic capital distributions are the most
appropriate path forward for investors as it provides for equal (per unit basis) distribution at an
equal time.

2.8  Distribution of Capital to Investors

We are cognisant of the desire for investors to receive regular capital distributions as the FMIF is
wound down. To this end, we are expecting that after the June capital distribution is processed
there will be a further distribution in early August and thereafter, capital is expected to be
distributed to investors on a quarterly basis, subject to cash flows, as the wind down progresses.

2.9  June, 2013 Capital Distributions to Investors

The FMIF is distributing a total of $4,270,690.45 to ALL underlying investors, including each of
the LM Currency Protected Australian Income Fund (CPAIF), LM Institutional Currency Protected
Australian Income Fund (ICPAIF) and former LM Wholesale First Mortgage Income Fund (WFMIF),
Payments will be received by investors in the next few weeks. You will be notified of the cents
per unit represented by the payment when the payment is made. Following are the total
payments:

s CPAIF-$1,056,318.30

s ICPAIF-$81,832.71

e« WFMIF - $844,895.05

o Other FMIF investors - $2,287,844.39

Members should be aware that the consent of Deutsche Bank was necessary before this
distribution was allowed. We were pleased to advise that we have gained that consent.
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We remind WFMIF investors that Trilogy will be responsible for distributing the capital payment it
receives to the underlying investors in that fund. We note that LMIM had previously paid a
capital distribution of approximately $1.7million from FMIF to the WFMIF at the beginning of
March, 2013.

A distribution statement will be forwarded to you when the payment is made and this will set out
the cents per unit returned to you.

2.10 Repayment of Deutsche Bank Facility

The Fund has a fully drawn line of credit with Deutsche Bank of $26 million. This facility remains
in place and continues to operate in the same manner as before the appointment of Voluntary
Administrators to LMIM. Deutsche Bank has not required any amendment of the terms of the
approved facility parameters,

The Responsible Entity believes that the Deutsche Bank facility is an expensive facility, therefore,
we investigated a course of action which would prioritise repayment of this facility over any
capital returns to investors. However, after careful review of the terms of the facility, it became
apparent that early repayment would incur additional costs resulting in a conclusion that early
repayment is not a financially viable or financially responsibie option for FMIF. Accordingly the
facility repayment is proposed to occur in full as originally planned at the maturity date of
30 June, 2014,

With the level of financial modelling and forecasting that the Responsible Entity has developed to
manage and monitor FMIF, we will be ensuring that, in making future capital distributions to FMIF
investors, sufficient funds will be reserved to allow full repayment of the Deutsche Bank facility at
loan maturity.

We are pleased to report that since the Administrators’ appointment the interest costs and
principal repayments continue to be paid as scheduled from the cash flows of the Fund. We are
working towards the previously agreed reduction in the facility to a required maximum of $25
million by the end of June, 2013.

The Voluntary Administrators maintain a close dialogue with Deutsche Bank to ensure they
remain fully informed and comfortable with the ongoing operations of this facility, The Deutsche
Bank facility is in place to 30 June, 2014, with an option to further extend to 30 June, 2015, if
required. :

2.11  Foreign Currency and Hedging

The forelgn currency hedges for investors into the ICPAIF and CPAIF were disrupted following the
abrupt cancellation of facilities by existing providers. The Responsible Entity has worked to
establish new facility arrangements with alternate providers which are now finalised and we are
now progressively reinstating the hedging to protect the foreigh exchange exposures of the [CPAIF
and CPAIF Investors as the Fund's assets are progressively divested and capital returned (which
is expected to take around 2 years).
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This abrupt cancellation by the previous foreign exchange providers has resulted in some losses
to the CPAIF and ICPAIF funds which we are still quantifying - despite repeated requests of these
former providers over the past 8 weeks, we only received the detailed transaction reporting on
Thursday 23 May, 2013 for the transactions they unilaterally undertook during the week of the
22 to 25 March, 2013,

We should highlight that the quantum of losses from the cancellation and reinstatement of the
foreign exchange hedges are not substantial ~ we estimate that the losses will be between
0% - 2% (depending upon the currency concerned).

2.12 Update Your Payment Details
If you have recently changed your bank details it is important that you please complete the form
available on the FAQ page of the www.Iminvestmentadministration.com webslite and email the

completed form to investmentservices@L Mausiralia.com as soon as practicable.

2.13 Income Catch-up for Relevant Investors

The Responsible Entity is aware of this issue and proposes to make a further payment to those
FMIF investors with income distributions outstanding. The Responsible Entity wilt provide further
communication around the timing of such payment as soon as possible.

3 Comprehensive Portfolio Status Update

3.4 FMIF Portfolio - Achievements to Date

In the nine weeks since the appointment of the Administrators’, there has been substantial work
undertaken across the asset portfolio of FMIF significantly advancing actions and strategies. The
achievements to date include;

3.1.1 Addressing Asset Deterioration

There were a large number of assets that had started to display deterioration - either in a
physical sense or in a strategic / commercial sense. Examples of these and actions already
undertaken include:

A partially completed Industrial development - this asset saw construction commence in 2009
which then halted in 2010 following cost, certification and contractual issues. Investigations by
independent experts were undertaken through 2011 and into 2012 that highlighted FMIF had a
valid legal claim. A review by senior counset concluded FMIF had a strong case that could be
brought agalnst parties for professional negligence which is expected to return in excess of $2m
to FMIF. The claim was to have been progressed at the time of the Administrators’ appointment
and with only 2 months before the time limit for action expires, the Responsible Entity is now
urgently progressing this.

A completed resldential project with major defects - whilst the defects were recognised, little
definitive action had been undertaken in determining how FMIF could either resclve the defects
or identify an exit strategy. This asset has continued to physically deteriorate over the past
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couple of years. The asset is a cash-drain on FMIF as revenue does not cover the basic asset
holding costs (rates, taxes, etc). The Responsible Entity is now quickly working to identify the
most appropriate exit strategy for the asset and has recelved formal detailed submissions from
external parties on this In the past week.

A new resldentlal project - lack of funds saw the project marketing wind down last year following
a solid initial pre-sale effort. This project is well located with the overall residential market data
in that area demonstrating buoyancy over the past 18 months. There exists a risk of existing
pre-sales falling away in the near term if the project is not progressed which would significantly
impact the asset value. The Responsible Entity has Initiated the development of a marketing
plan and budget to strengthen the financial options for this project in the shart term.

3.1.2 Maximising Vatue

Beyond addressing issues around asset deterioration, we have also been actively reviewing the
portfolio to identify actions that would maximise value - both recognising market conditions
where future value appreciation is limited (due to long term structural or oversupply issues) and
identifying assets where positive actions have the potential to provide a more marketable
product. Exarples include:

A completed resldentlal project - Following an unsuccessful marketing campaign, this project
was being held by FMIF until an improvement in market conditions on the basis of it generating a
return for the fund (assumed approx 3.8% net return). In developing the asset level cash flows
and probing on costs associated with this asset, the Responsible Entity has determined that the
asset in fact is generating a return of less than 0.4% of its impaired loan balance. This asset has
a current value of around $9m to $12m with limited near term upside (other than with optimistic
market assumptions) to justify a longer term retention. The Administrators have since utilised
their extensive network to identify interested and financially sound parties for its divestment and
the Responsible Entity is presently exploring these opportunities.

Land rich projects belng progressed with an aged care (loan/lease model) sales strategy - there
are a number of aged care projects across the FMIF portfolio and these comprise a substantial
portion of the porifolio’s value. For some assets, these aged care strategies are likely to be the
most appropriate strategies to maximise value (given their location, project size or cutrent level
of devetopment), but there are other projects which are large sites and the risks and timeframes
to develop out these projects as presently conceived are very substantial. A number of these
have the potential to be restructured and progressed more efficiently with substantially reduced
risk as predominantly traditional residential land projects (also consistent with their zoning).
These are presently receiving high priority for assessment and analysis with independent expert
reports already commissioned and now coming to hand. In at least one instance, there is also
potential to progress higher density zoning approvals as part of the residential focus which
affords significant opportunity to enhance values from where they presently stand.

3.1.3 Quick Wins

There are a number of instances where the Responsible Entity has identified opportunities for
timely asset realisations whilst also maintaining asset value (referred herein as “Quick Wins™).
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The benefit of identifying Quick Wins is to increase the speed of returning capital to investors
through the realisation of staghant security where it is not of benefit to investors to delay their
realisation. Some of these have already been covered above, but other relevant examples
include:

An Integrated development project - 7 x 3 bedroom dwellings were completed in 2012, These
dwellings have not been marketed to date nor are there any impediments to being marketed.
The dwellings are located in a well sought after capital city location and had delayed marketing
and sales due to indecision on strategy {being considered as possible aged living assets on a
loan/lease model). We have identified that they can easily be sold as freehold residential for
which there is sound market demand, We are presently completing a market appraisal on these
properties and expect to commence marketing these in the very near term. Estimated value of
these is in the order of $2.3m to $2.6m.

A fully completed strata-titied commercial praject In an east coast caplital city - This project was
completed in 2007. To date only 25% of the commercial units have been sold and the project
has a stalled sales strategy. The market for this product is sound and the project required urgent
strategic attention in order to revise and recommence the marketing campaign. This is presently
receiving attention in order to unlock proceeds which could amount to between $12m to $15m.

3.2  Asset Portfolio Overview as of 24 May, 2013

As highlighted earlier and discussed in more detail through this report, the Administrators' have
been working with the LMIM asset management team to identify strategies and options to
enhance portfolio value beyond an “as is” value. The key elements are balancing risk and time
with expected outcomes to ensure that the portfolio returns can be largely delivered in a
progressive manner over the next two years.

Based on the existing asset level strategies, about one third of the assets would require between
4 and © years to be fully realised. This is obviously too long a delivery timeframe as it introduces
significant risks and additional costs in delivering these outcomes. Accordingly, the Responsible
Entity is driving to ensure that the updated asset strategies developed are still capable of
delivering sound value upside compared 1o a current "as is” value, but within acceptable
timeframes.

The last reported valuation for FMIF was 59 cents per unit (June, 2012 audited accounts -
disclosed in November, 2012 investor update). Given the gap in up to date asset valuations it is
not possible to provide a considered assessment of value at this time. However based on our
review to date, it is highly likely there will be downward revisions to previous FMIF loan book
values when this is finalised in coming months,

Even as a heavily worked value accretive strategy, the Responsible Entity acknowledges that this
is a poor outcome for investors and is reflective of the assets in the portfolio where mast of these
are fafled borrowers / failed developments and are held by FMIF as mortgagee in possession.
For a number of assets, thereis limited substantial upside to their “as Is” values and for those
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that the Responsible Entity has identified with value accretive options, these are limited by
underlying asset issues or market issues.

We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. [tis toa early in the process to include into
the portfolio assessment potential outcomes such as a successful rezoning of a land subdivision
or the like and this may have future positive benefit to the valuation of the FMIF,
The following table presents an aggregate view of the assets types and potential strategies that
the Responsible Entity would employ over a two year period for each asset type.

Commercial Mainly corhpleted or bartia]ly completed projects - 8%
focus is to resolve issues, develop marketing
o optlons and progress to sale 7
-Industrial - Mali or pé : 4% -
Residential  Mix of completed, partially completed and 23%
development sites — complete projects where
appropriate; marketing and sale of completed
assets and assessment of optlons for development
sites.
“Specialised. Completed projects. with cahse' marketand Lo 1A% o ¢
Residentfat “qualityissu ‘ ‘ eissues and S e
: . “developsalecptions: o o S
*Percentages based on FMIF loan balance as at 31/12/2012
Portfolio Asset Type - April 2013
# Aged Care

& Commercial
w Industriat
# Residential

= Specialised
Residentiat
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As can be seen, the portfolio has a very heavy exposure to the aged care asset sector with all of
the related projects in various stages of planning or development.
The map below demonstrates that FMIF comprises a diverse portfolio of assets across Australia,
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3.3 Portfolio by Property Segment

In raviewing the existing assets, a key focal point of analysis has been a review of the underlying
values / valuations of the assets. Given present market conditions, a number of the valuations
are out-dated and new valuations are being sought as part of our assessment process. However,
following further analysis and review overseen by the Administrators, it was identified that that
there are a number of assets where the provisioned loan values (i.e. the current FMIF book
values) are still higher than a reasonable assessment of current valuation would suggest and
further asset write-downs can be expected.

3.3.1 Aged Care / Retirement

FMIF is mortgagee in possession for most of these assets as the original developers have
defaulted and FMIF has exercised its rights as first mortgagee. As a result, FMIF is now acting as
the developer and is seeking to maximise the returns through completion of the projects. The
table overleaf presents a brief overview of the individual assets:
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Potential Strategy - Overview

Aged Care / Yes Revise / progress the marketmg program for the vacant aged
Retirtement care residences and sell the ongoing business to an existing
operator
: Yes

Aged Care / Yes Restructure batance of pro;ect into resndenttal development sqtes
Retirement and sell down.

-Aged-Care / Yes - _ Selldown: compfeted aged care: dweilmgs ar '.‘fagedeféafe o
Retiremient - - - _busingss, - . - . D e e B T
Aged Care / Yes Rezone and subdnvnde balance of Iand as res:dentlai Complete
Retirement a portion of planned aged care build program and sell down

) residential lots, aged care dwellings & aged care business.

“AgedCare/ - . -No  'Renagotiate foanterms withiborrowet to'regllariseand: haVe the

Retirement E fact!fty fef‘ nanced with an agreed ttmeframe et

The general business model for the Aged Care / Retirement assets involves developing the
propetties into dwellings (units or houses) together with the development of common facilities
(community facility, pools, etc) and the provision of supported care in some business models.
The sale of a dwelling involves a loan / lease structure - whereby a purchaser acquires a
dwelling through provision of a loan (at an amount that matches the valuation of the dwelling)
that entitles them to occupancy as long as they require. The tenant is also up for regular fees
(much like a body corporate payment) which cover the contribution to the maintenance of the
common facilities and partially pays for the care/ support they receive. When the tenant leaves
the dwelling, the manager will then find a new party to acquire the dwelling at the then market
value and a portion of the proceeds are returned to the original tenant and a portion retained by
the manager.

The revenues from this mode! are derived from developing and “selling” the dwellings to aged
tenants and once all dwellings are sold, from the proportionate income retained by the turnover
of dwellings as tenants feave and new tenants are found. However, to operate this model
requires heavy ongoing expenses, such that the business model does not mature and becoms
operationally cash flow positive until most of the developed units are sold when there is a regular
turnover of dwellings income to support the level of care and operational expenditure. The
nature of these assets and the business model they operate under means that these assets take
a considerable period of time to be fully developed and sold to reach a steady state of business
operations - at which point the business is also sold to generate the final component of return
on the development,

The Responsible Entity’s review of these assets has indicated the potential for a negative
variation to the current FMIF loan book value. This is due primarily to:
e Current strategies are generally to build out and sell these assets over extended
(4 to 6 year) timeframes; and.,
S 16
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e Current significant monthly operating losses in these under-developed assets.

Together, these complex business model elements serve to make the assets relatively
unattractive in the current market in their present form. Market testing on a couple of selected
projects undertaken in 2012 indicated that longer term work-out strategies were required to
maximise investor capital rather than to initiate an immediate asset realisation process.

The Responsible Entity has been undertaking substantial work to identify and develop options
that will enhance the value of these assets for FMIF investors within a more appropriate (2 year)
timeframe. The over-riding criterion the Responsible Entity has set is to identify strategies that
both reduce the risk and reduce the timelines in progressing with selected value enhancement
strategies.

3.3.2 Commercial

For the 3 commercial assets listed below, FMIF is mortgagee in possession or in the process of
moving to mortgagee in possession. All three assets are in the process of selling down. Two
assets are expected to be fully sold by end 2013. The third asset has substantial remaining
stock to sell but has attracted little market interest for over a year at current prices and
marketing approach. This is presently receiving attention by the Responsible Entity as described
later in this report.

~ Asset Type

" Mortgageeln = Potentlal Strategy - Overview
5 !’,°§$,e§§!°'b A i
“Pending - ¢ - -
Pending Restruoture marketlng approach and prlces in line

) with market. Sell down progressively.

Commergial . Yes - Seltdown théphe rémaining commercial-unit.

;Commercxai
Commercial

Given the gap in up to date valuations it is not possible to provide a considered assessment of
value at this time. However, it is likely there will be downward revisions to previous FMIF loan
book values with limited avenues to enhance value for two of these assets. The third asset
requires significant reworking of strategy and this is presently receiving attention.

3.3.3 Industrial

For the industrial assets listed below, FMIF is mortgagee in possession or in the process of
moving to mortgagee in possession across all four assets, Of the two developed assets, one is
expected to be fully sold by the third quarter of 2013 and the other has been recently
unsuccessfully marketed as there are contractual structures in place that make the asset
unattractive to third parties - this is receiving further attention by the Responsible Entity to
identify possible resolutions.

Ind §{ : Ssalve-presentile 5
Industrial fes A i I unit.
’I,ndufst;m}. N Yes ‘ ycompleted prOJectand progress

Industrial
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One asset has been fully sold leaving a shortfall on the loan but there may be some avenues for
FMIF to recover further money through pursuit of supporting securities (guarantees). The loan is
subject to legal disputes between FMIF and subsequent mortgagees and the Responsible Entity
is presently investigating these matters to develop a strategy to finalise the legal issues and seek
recovery of further amounts via the supporting securities.

The final asset is a stalled development project that requires a strategy to both resolve
commercial / litigation issues that could he beneficial for FMIF investors and identify the best
path forward to maximise the asset value for FMIF investors. This is receiving high priority by the
Responsible Entity given time limitations around potential litigation.

Given the gap in up to date valuations it is not possible to provide a considered assessment of
value at this time. However, it is likely there will be downward revisions to previous FMIF loan
book values. For at least two of these assets there are avenues that could be undertaken over
the next six months that could substantially enhance value. The remaining asset is expected to
be sold by third quarter of 2013.

3.3.4 Residential
FMIF is morigagee in possession or moving 1o this position for six of the 7 assets listed below.

" Potentlal Strategy ~ Overview

Residential

Residential “Yes - . Pursdeguarantors. - T
Residential Pendmg Market in an appropriate Umeime the potentlal residentxai
la nd pro;ect to recoup to 80%+ of outstandmg foan.
Residential’  Yes . ale of completed fesidential units 6veran - -
e Ty E 2 timeline:(hot a fire sale). i
Residential Yes Completion of pro;ect and sale of completed reSIdentlai
dwellings.
Resjdential ~Yes. - Selldownof remaining subdivided lots'in-a-progressive

T 7 T man devempmentof strategxesfor remammg
) - engl obo landh ) :

The assets not in possession are not productive loans and we are progressing to assume the role
as Mortgagee in Possession

Of the remaining six assets, there are three relatively significant assets in this component of the
portfolio as follows;

1. A completed residential project that is in the process of selling down;

2. Astalled residential development project; and
3. Aresidential land development project.
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The remaining three assets are small and all in the process of selling down, albeit with losses
expected against their outstanding loan balances.

The stalled residential project is a quite significant project requiring remedial work to be
undertaken and a marketing strategy to be re-scoped and progressed before we could
contemplate either a sale or some other form of exit strategy. A sale “as is” is not considered
appropriate and value should be significantly enhanced with the appropriate level of care and
attention to strategy and execution. This is receiving high priority by the Respansible Entity with
the view to be able to undertake a favourable exit by fourth quarter of 2013.

The final asset is a residential land development project in an area with weak demand. Itis a
difficult site with areas that will be expensive to sub-divide. This Impedes the economics of
elements of the project and the Responsible Entity has been undertaking preliminary
assessments of alternate strategies. This is not an urgent priority as there Is an existing stage
that has been completed and is in the process of being marketed. Marketing will need to
progress further before any future development stages could otherwise be contemplated.
Rather, the initial focus for this project is an effective marketing / sales program to shift the
existing lots In a timely manner, with strategies for the remaining balance of land to be worked up
in parallel. Given the gap in up to date valuations it is not possible to provide a considered
assessment of value at this time. However, there is likely to be downward revision on the loan
book value of this asset.

Overall, we expect a significant percentage (>60%) of these assets to be realised by first quarter
of 2014, with the balance subject to the current strategic assessments being undertaken.

3.3.5 Specialised Residential

FMIF is mortgagee in possession for both assets and they have been held by the fund for some
time. Both assets are in poorly performing local real estate markets which limits options for
divestment. Each asset also has significant holding costs which are not covered by income
streams. One asset also has construction quality issues which are impeding potential
divestment.

+ AssetType ~ Morigagee In “ Potentlal Strategy - Overview -~

n

veary shaflow market for individual sales.

The Responsible Entity has been reviewing these as priority items given the potential for further
building deterioration in one case and the need to identify divestment options in both cases. The
strategies are still formative; however there is reason to believe that both assets could be
divested by first quarter of 2014,
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Given the gap in up to date valuations it is not possible to provide a considered assessment of
value at this time. There is likely to be downward revisions on the loan book value of both of
these assets. Mowever, the Responsible Entity has identified some avenues where we may be
able to improve this outlook.

3.4 . Portfolio Guidance ) ,

In our analysis of the assets, we have been reviewing the underlying values / valuations of these
assets. Given present market conditions, a number of the valuations are out-dated and new
valuations are heing sought as part of our assessment process. However, foliowing further
analysis and review overseen by the Administrators, it was identified that that there are a number
of assets where the provisioned loan values (i.e. the current FMIF book values) are still higher
than a reasonable assessment of current valuation would suggest and further asset write-downs
can be expected. This is the case with the aged care component of the portfolio due to a number
of factors including:

e Using an on-compietion valuation to determine the provisioned loan value whereas in winding
down the fund an “as is” approach may be adopted;

¢ Inclusion in the previous valuation assessment of a business value to the operating business
when the asset reaches completion - this value is uncertain and would not be achieved for
between 4 and 7 years (depending on the asset and its present state of development) as so
would be discounted in an “as is” value; and

¢ In some cases, the assets ars incurring substantial monthly operating losses which would be
reflected in an ‘as is’ value. These operating tosses cannot be significantly reduced due to
legislative requirements around their operations as aged care facilities,

The other asset category where there may be a significant diminution in value when considered
onan “as is" basis is the specialised residential portfolio. This is due to the nature of the assets
(resort style assets), the state of the local real estate markets and also significant site specific
issues around location, building defects and resort performance.

Other assets where there will be notable value diminution include:

e Aland subdivision where localised market conditions have seen a reduction and slow down
in new land sales. This property also has difficult ground conditions making some of the land
uneconomic to sub-divide profitably at current contractor rates;

¢ Aresidential development which has been fully sold and where the balance will need to be
written off as the guarantors now reside in an overseas jurisdiction there is limited prospect
of any further recovery; and

e A completed capital city commercial development where there has been limited demand for
the completed asset with only 25% sold in 6 years. There are issues with end valuation /
prices sought in the market and hence a very low level of completed sales to date together
with ongoing retention costs (maintenance, rates, fand tax, etc) necessitating a more
conservative approach to estimated value.
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3.5 Process Enhancements

Since the appointment of the Voluntary Administrators, the specialist team has undertaken an
extensive review of the FMIF portfolio and also the underlying processes and procedures in
managing that portfolio. This review has introduced a range of control processes that were either
non-existent or under-developed. In addition to this, the team has strengthened a number of
other processes in the assessment of credit risks and management of the assets.

The Administrators’ analysis of FMIF's Operational System since the date of our appointment
demonstrated a few areas that required improvements and implementation of controls in refation
to cash flow for Fund and individual loan levels.

The Administrators’ identified a significant gap in financial control which included cash flow
modeiling at the asset / foan book level. The Administrators’ have since instigated the
introduction of controller level budgets and cash flow modelling to build a fund level cash flow
model. This model has also been an invaluable contribution in determining future asset
strategies through the analysis of holding costs versus realization model to ensure that investor
returns are maximized.

The processes now in place include:

3.5.1 Strategic Review of Assets

Strategic reviews have been completed for all assets and initial strategic plans documented.
There are a number of assets where revisions to existing strategies are necessary as the existing
strategies were either not appropriate in current market conditions, not financeable or otherwise
cartied significant risks in execution. These strategic review actions will be ongoing for each
asset to ensure that there exists a process to capture and fully assess the impacts of new
information as it is received. For each asset, the Responsible Entity has created a process to
collate into one document all they key transaction description, loan / account information, loan
status, risk assessment and current status, This Is to provide one record point for all key loan /
transaction information in the same manner as would be seen in a bank lending file. In the
process of completing these documents, they are also being utilised as the key document that
would then capture the key information from the strategic review of each asset. This strategic
review utilises all key LM personnel (account / development manager, a senior LM executive, LM
legal) and at least two FTI personnel and involves:

1. A comprehensive review of the key borrowing information (borrower, legal structure, legal
issues, loan amount, security structure, security valuation, method of valuation, transaction
status, commercial issues and current strategy);

2. Key issues and risks are discussed as well as a review of the current strategy, its progress
and impediments;

3. Consideration is then given to the suitability of the current strategy, potential alternate
strategles, key information gaps, timelines and key dates (such as expiry of DA, expity of
pre-sale contracts, etc) and action plans developed with assigned tasks and timelines for
delivery;
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4. From the analysis and decisions taken above, a comprehensive cash flow is developed for
each asset to provide the underlying basis for a discounted / risk adjusted cash flow
analysis of the current strategy and any alternate strategies that may be considered.

o Credit Committee Meetings - The Administrators’ have re-formed the composition and
processes of credit committee meetings.

s Key Risks / Issues - The Administrators' introduced a process of clear identification and
documentation of all significant risk issues for each asset and what mitigating actions (if
any) can be employed to manage these risks. This process includes assignment of tasks,
action plans and timelines to dealing with these issues.

o Cash flow Forecasting, Expense Monltoring and Contrals - Whilst LM prepared fund teve!
cash flow forecasting the Administrators’ have introduced full cash flow forecasting, detailed
expense monitoring and controls in the approvals of expenses across each asset and across
the FMIF portfolio. This ensures we are capturing all costs in FMIF, identifying opportunities
to manage and reduce asset level costs and have full and continuous knowledge of the total
cartying / holding costs of individual assets, This is supported by and managed through a
detailed financial model developed by the Administrators’.

o Development of a “whole of fund” cash flow model for the FMIF - This model has been
developed by the Administrators’ and provides for the consolidation of the cash flows of
each asset (once its strategy is finalised) together with all other fund cash inflows and
outflows to be consolidated. This model allows the ongoing management and assessment
of performance as the team works towards maximising the returns on assets and returning
of capital to FMIF investors.

o Independent Data Assessment - In assessing asset strategies and asset values we noted
that in the past there had been extensive use of in-house assessments which had
limitations in terms of appropriateness and accuracy. Going forward, an independent
assessment of asset values will be undertaken.

As part of our ongoing Operational Plan, the Responsible Entity aims to continue identifying and
implementing the necessary procedures that will accurately support strategies in place making
sure they are in line with the actual ongoing costs for each asset / loan. Our objective is to
maintain the controls implemented in order to provide the best reporting outcome for
stakeholders.

These processes allows for the combined the Responsible Entity to fully manage the portfolio
with the over-riding alm of maximising the return of capital to FMIF investors in the most time
efficient and cost efficient manner. In assessing strategy, these processes allows for effective
risk adjusted discounted cash flow analysis of outcomes to ensure that all risk issues are
approptiately considered and included into the decision making.

3.6  Risk Identification and Quantification
Risk identification and quantification is an area of particular focus that the Responsible Entity is
in the process of assessing with regards to the implementation of asset strategies. This will be
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an ongoing process and involves utilising a similar methodology to that of a credit risk
assessment and monitoring department in a major Australian bank. Such a methodology
considers:

o The asset strategy timelines / duration and risk elements this introduces to asset outcomes;
» Real estate market / value risk:

¢ Counterparty risks (e.g. construction contractors / project partners);

e Planning and zoning risks;

s  Construction risks (time, cost, quality); and

e Environmental risks,

As we work through the FMIF assets, we are seeking to ensure that future decisions taken fully
consider these risk issues, identify and progress mitigation strategies and where appropriate
allow for quantification of risks in the financial assessment of alternate outcomes. This is to
ensure there is a robust process to progressing strategies and that only those strategies that
appropriately balance risk and return are pursued when contemplating future value accretive
options (such as developing out a project).

3.7  FMIF Portfolio - Next Steps

3.7.1 Completion of Strategic Plans and Financial Assessments

Whilst the Responsible Entity is well advanced on the strategic plans and financial assessments
for the assets in the FMIF, there Is still much to do to complete this process. In many cases, we
are still to receive additional information sought from various external parties as well as
refinements to the financial modelling and cash flow analysis. There is a separate financial
model for each asset which then feeds into the total FMIF portfolio model as well as a
sophisticated costs / budgeting / monitoring model.

We are seeking to minimise costs in this information gathering process - using our extensive
external relationships wherever possible to provide initial, high level data from these external
parties to assist our option analysis for particular assets before committing to any formal reports.

All of this work is required to be completed before we can formally lock in all of the strategic
plans. After just 9 weeks, we are very well advanced on what is a large portfolio of assets, many
of which have significant and complex issues to consider. We currently have finalised plans in
place for a number of assets in the FMIF, but about half of the assets have significant issues and
potentially divergent strategic options that we must carefully review and consider before
finalising those plans.
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3.7.2 Progress “Quick Wins”

We have earlier discussed some of the Quick Wins that we have identified and are now
progressing. These will assume a priority over the next weeks and months to ensure these are
delivered in a commercially effective manner in order to maximise the returns to investors and
allow for early distributions of this capital to investors.

As we continue to work through the assets and refine strategies, we will continue to look for
progressive Quick Wins to maintain the momentum we have established in capital returns to
investors - as there are other assets in the portfolio that will take time to resolve issues and
work through the defined strategies in order to maximise the returns to investors.

3.7.3 Progress Development of ldentified Assets

As mentioned, there are a number of assets where the best outcomes for investors will be to
progress with development strategies (on a limited basis) in order to maximise asset values.

What we are seeking to achieve with the strategies being developed is to ensure that we consider
the pathway to deliver the best outcomes for investors after considering ali options and balancing
risk and returns with also a strong focus on the time to deliver outcomes. In a number of
instances, there are substantial “value gaps” between what an asset owes investors {original
loan balance plus capitalised Interest) and what the asset is presently valued at “as is”. Where
an option presents an appropriate balance between risk assessment and potential value uplift,
we will ook to progress that option in order to close as much as possible this value gap.

The initial focus is on the stalled development assets and how these can be best progressed,
either through careful use of the resources of FMIF or through third party funding or JV
arrangements. There are a number of these identified where options are in the process of being
assessed and additional information sought. There are also a number of projects which are
under development and these are being continued with close monitoring of development costs
and progress utilising external third party reviews as is normal banking practice.

In potentially progressing with development options, we are alsc very conscious of time - we are
not looking to engage in outcomes that will take many years to conclude as this introduces:

» longer timeframes increases the potential for uncontrollable / unforseen risk elements (e.g.
potential for commodity prices, currency instability, overseas government debt Issues or the
like) impacting on the domestic economy;

s Delays the return of capital to investors; and

o Unnecessary increases in the costs incurred through continued charging of management
fees to the fund as long tetrm projects are worked through.

7 »/_: / 24
-

588




3.7.4 Progress with Rezoning of ldentified Assets

The Responsible Entity has already identified a number of assets were rezoning may provide
value uplift and lower risk outcomes for investors. We have received a report on one of these
assets (the asset concerned is quite large in terms of the overall value of FMIF) and will be
shortly meeting with Council to discuss alternate zoning solutions. In this particular case, the
Responsible Entity has current knowledge through other work undertaken of Council plans and
strategies to rezone and redevelop adjoining areas which will have a significant and potentially
positive impact to what zoning outcomes may be achievable for the FMIF asset.

4 Conclusion

In moving forward on the FMIF assets, the Responsible Entity has assembled a team with
substantial experience in the development of real estate assets, financing, negotiating
commercial arrangements and working through legal and financial issues and is applying sound
methodologies in working through the options to progress with asset development. The
Respensible Entity has taken great care to ensure that the team they have assembled to ma nage
these FMIF assets have the requisite skills to undertake this task and also have a sole focus to
this task. This ensures that the combined Responsible Entity is committed to achieving the best
outcome for investors in seeking commercially balanced opportunities to develop out or
otherwise transform assets (through rezoning or the like). The Responsible Entity’s objective is to
wind down the fund in a commercially responsible manner, balancing risk and time with expected
outcomes to ensure that the portfolio returns can be largely delivered in a progressive manner
over the next two years, We will keep investors informed through detailed, quarterly updates and
with other communications that may be warranted from time to time.

Dated: 7 June 2013
FTI Consulting
- 7

Ginette Muller
Voluntary Administrator
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Tucker&CowenSolicitors.

Level 15. 15 Adelaide St. Brishane. Qld. 4000 / GPO Box 345. Brisbane. Qld. 4001,
Telephone. 07 300 300 00 / Facsimlle. 07 300 300 33 / www tuckercowsn.com.an

Partners.

Dayid Tucker.
Richard Cowen.

Qur reference: Mr Schwarz/Mr Hancock 25 November 2014 David Schwarz,
Justin Mavcschke.

Your reference: Mr Tiplady Special Counsel.
Tyler Griffin.

Geoff Hancack.

Mr Ashley Tiplady

Assnctates.
Dan Ryan.

) Sylvia Lopez.
Russells Lawyers Marcelle Webstet.

Brishane Email atiplady@russellslaw.com.au

Alex Nase,
Emily Anderson.

Daniel Davey.
Nicole Withers.
Dugald Hamilton.

Dear Colleagues , Olivia Roberts,
Ashley Moore,

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

We refer to the letter from Mr John Park of FTI Consulting to our client, Mr Whyte, dated 14 August 2014 in respect of the
claim for remuneration and expenses by Mr Park in relation to the FMIF. We also refer to the meetings and exchange of
correspondence between our respective clients, both before and after your client’s letter of 14 August 2014 in relation to your
client’s claim.

Your client’s letter of 14 August adopts a similar structure to the letter from your client to Messrs Hayes & Connelly of
McGrathNicol (Receivers & Managers appointed by Deutsche Bank) dated 12 March 2014, which attached a schedule of
remuneration charged and copies of invoices submitted for payment, for the period 19 March 2013 to 31 December 2013; that
is, the costs claimed have been divided into three categories. Those same categories have been adopted in your client’s later
correspondence, and it is appropriate to address your client’s claims by reference to those categories. Those categories are
explained in your client’s letter of 12 March 2014, but generally relate to the following:-

L. Category 1— remuneration and expenses incurred for tasks specific to the FMIF (excluding “controllership costs”);

2. Category 2 — remuneration for work generally described as “general responsible entity work”, in relation to which
your client proposes an allocation of the cost across certain funds in accordance with the proportion of funds
under management; and

3. Categoty 3 — remuneration incurred for tasks specific to FMIF controllerships — that is, work undertaken by LMIM
in its capacity as agent for The Trust Company (PTAL) Limited (“PTAL"), the custodian of the FMIF, as
mortgagee in possession of certain assets.

We wrote to you on 11 September 2014, raising certain queries in relation to the remuneration and costs claimed by your
client. Your client responded in a letter 29 September 2014 to Mr Whyte.

The remuneration claimed by your client, most recently, in category 1 and category 2 is for the period up to and including 30
June 2014; the claim made in your client's letter of 12 March 2014 was for the period to 31 December 2013,

\\tesvrexch\data\radixdm\documents\immatter\1303774\00903770-002.docx
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Mr Ashley Tiplady
Russells -2- 25 November 2014

Although additional amounts are claimed by your client for the 6 month period to 30 June 2014, very little information has
been provided to our client in relation to the work done in that period. In order for a proper assessment to be made of the
remuneration and costs claimed for that period, a detailed narration and explanation of the work performed should be
provided.

As we mentioned in our letter of 11 September 2014, we had also understood that your client would review the narrative of the
work undertaken and, where appropriate, provide a more detailed explanation of the work performed and its relation to the
FMIF. We are not aware of a more detailed explanation having been provided, to date.

There remain a number of areas of difference between our respective clients, as to the basis upon which your client is entitled
to be remunerated for work performed in respect of categories 1 and 2, and as to the information required to be provided by
your client to justify the claim for remuneration. Those issues include, for example:-

L For what work are your clients (FTI) properly entitled to be remunerated, bearing in mind the appointments of
Messis Hayes and Connelly and our client? Does their entitlement derive from a Universal Distributing lien or
another basis?

2, Are your clients entitled to claim (as they have done) on a time basis for work that does not solely relate to the care

and preservation of the fund assets?
It is likely that those issues will require direction from the Court.

Further, in relation to Category 2 work (assuming the Court directs that remuneration for that work should be charged to the
FMIF, rather than simply to LMIM), the matter of the appropriate method of apportionment of the work that was done for the
benefit of the multiple funds of which LMIM was the responsible entity, is one that will require direction from the Court.
While our client understands the footing upon which an apportionment on the basis of ‘funds under management’ is put,
that is a matter that our client properly requires direction from the Court about,

Category 3 relates to controllership work, for which remuneration and costs are claimed pursuant to the deeds of indemnity
between LMIM and PTAL. As we understand it, it is likely that those claims are capable of resolution without the assistance of

the Court.

Moving Forward

While there are matters about which our client considers that further information should be provided, and the justification for
certain aspects of your client’s claim might be further explained, we are instructed that our client is desirous of progressing
the determination of these issues as promptly as possible.

Accordingly, our client proposes the following general approach:-

L Our client intends to make an application for directions, in his role as appointee (both under section 60INF(1)
and as receiver) pursuant to the order of Justice Dalton — as to that:-

() Our client intends to seek directions as to whether he is justified in causing or permitting remuneration
and expenses to be paid to your client in respect of the claims made and, if so, in what amount;

() We are instructed that our client intends to make that application within the next week, and that our
client is desirous of having the first return date of that application set down in December this year (as
convenient to your Client);
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2. At the first return of the application, directions would be made to facilitate the ultimate determination of the issue,
those directions being to provide for the following:-

(@ What information (if any) should be provided by your client in addition to that already provided, in
order to justify and explain the work performed by your client for which remuneration is claimed, and
the basis of calculating that remuneration;

) An exchange of submissions as to the basis upon which your client is entitled to claim remuneration —
going to the principal issues identified above, namely for what work your client is entitled to be
remunerated, and on what basis (pursuant to a Universal Distributinglien or on some other basis);

(0) In relation to category 2 claims specifically, an exchange as to whether, and if so the basis upon which,
those costs should be charged to the FMIF including as to the appropriate method of apportionment
between funds;

3, A hearing to be held early in the New Year to determine those key issues (establishing a framework within which

your client’s remuneration may be assessed) and, thereafter, referral of an assessment of the quantum of the
remuneration claimed to an independent expert (Mr John Greig of Deloitte has been proposed);

4, As soon as practicable thereafter, the delivery of the expert’s determination for approval of the final figure by the
Coutt.

Our client proposes that the application deal with your client’s claim for categories 1 and 2 remuneration and costs for the
period up to and including 30 June 2014. Any subsequent claims for remuneration can be made, if necessary adopting the
same framework, although we anticipate that many of the issues will have been determined as a consequence of this
application.

You might kindly let us know your client’s position as regards this approach. We are instructed to prepare the application
and, as mentioned above, our client desires that the application be made promptly.

If you have any questions or would Like to discuss the matter, please do not hesitate to call me.

Yours faithfully

David Schwarz
Tucker & Cowen

Direct Email; dschwarz@tuckercowen.com.au
Direct Line; (07) 3210 3506 N

Liability limited by a scheme approved under Professional Standards Legislation,
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Our Ref: Mr Tiplady
Your Ref: Mr Schwarz
EMAIL TRANSMISSION

Mr David Schwarz
Tucker & Cowen Solicitors
BRISBANE
email: dschwarz@tuckercowen.com.au

Dear Colleagues

LM Investment Management Ltd (in Liquidation) (Receiver and
Manager Appointed) (“LMIM”)

LM First Mortgage Income Fund (Receiver and Manager Appointed)
(Receiver Appointed)

Claim for remuneration and expenses by LMIM

We refer to your correspondence of 25 November, 2014 and also to the writer’s
telephone conversation with your Mr Schwarz earlier today.

The framework detailed in your correspondence seems to us to be overly
burdensome and unnecessary in circumstances where it is our clients who are
the appropriate party to be applying to the Court in respect of their
remuneration (at least insofar as there is any disagreement regarding the
apportionment to be paid by the LM First Mortgage Income Fund (“FMIF”) and
the other LM Funds) given the quantum of their remuneration has been
approved by creditors (up to at least 30 June, 2013).

The previous exchanges of correspondence and meetings between the parties
had been designed to attempt to distil (and potentially resolve) any issues
between the parties in relation to the basis for the claiming and the
apportionment of our clients’ claim for remuneration against the various LM
funds and the quantification of same.

We have for some time now been seeking a direct answer from you in respect of
Mr Whyte’s attitude concerning (in respect of FMIF):

1. acceptance of the application of the statutory rights of indemnity

pursuant to the Corporations Act (Cth) 2001 for the administrators” and
liquidators’ remuneration and expenses; and

Liability limited by a scheme approved under professional standards legislation

Brisbane / Sydney
Postal—GPO Box 1402, Brisbane QLD 4001 / Street—Level 18, 300 Queen Street, Brisbane QLD 4000
Telephone (07) 3004 8888 / Facsimile (07) 3004 8899
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2. the apportionment of such remuneration and expenses across the
various LM Funds (including EMIF) on the percentage of funds under
management basis.

To date, and despite several months passing, no finite position on either of these
issues has been articulated by your client.

It is trite to say that these are matters for the Court to determine. Mr Whyte is
plainly able to form a view on these issues which may then be communicated to
the Court (if appropriate). We have been seeking Mr Whyte’s attitude on these
discrete issues with a view to streamlining the Court process and hence saving
members of the various LM funds money.

Would you let us know Mr Whyte’s position in respect of these two issues at
your earliest convenience.

As outlined above, our clients will now be making an application to the Court in
respect of their remuneration insofar as it is to be paid by the various LM funds.
They will be seeking payment of the amount previously outlined in our
correspondence from FMIF, including an order that such money be paid. We
will serve that application on you on behalf of Mr Whyte (please let us know if
our assumption that you hold instructions to accept service in this regard is
incorrect). Mr Whyte may then consider his position.

Quite frankly, the complicated and unnecessary framework detailed in your
correspondence dated 25 November, 2014, is unhelpful. Our clients do not wish
to engage in a line by line review of professional fees if that may be avoided.
Indeed one would have thought that senior practitioners, properly advised,
would not need to embark upon this course. So that there may be no confusion,
our clients have always viewed Mr Greig’s involvement (at some likely
considerable expense) to be a last resort if, following clarification of the above
two issues and commercial discussions, a resolution has not been achieved.

We await your response in relation to the two direct questions raised above. In
any event, our clients are desirous of a meeting between the parties this evening
as discussed between Mr Park and Mr Whyte.

Yours faithfully

Ashley Tiplady
Partner

Direct (07) 3004 8833
Mobile 0419 727 626
ATiplady@RussellsLaw.com.au
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Partners.
David Tucker,
Richard Cowen.

Our reference: Mr Schwarz/Mr Hancock 17 February 2015 David Scizvurz,
_ Justin Marschke.

Your reference: Mr Tiplady , Spectal Counsel.
Tyler Griffln,
Geoff Hancock,

Assoclates.

Mr Ashley Tiplady Dan Ryan.
" Sylvia Lopez.

Russells Lawyers Marcelle Webster.
Brisbane Email atiplady@russellslaw.com.au  Alex Nase,
Emily Anderson,

Daniel Davey.

Nicole Withers,

Dugald Hamilton,

Dear Colleagues Olivia Robetts.
Ashley Moore,

LM Investment Management Limited (In Liquidation) (Receivers & Managers Appointed) ("LMIM")
LM First Mortgage Income Fund (“FMIF’)
Claim for Remuneration and Expenses by LMIM and its Liquidators

We refer to the following correspondence regarding your clients’ claim for remuneration payable from the assets of the FMIF--

1. The letter of 12 March 2014 from Mr John Park (one of the liquidators of LMIM) addressed to Messts Hayes and
Connelly (“DB Receivers”), as the Receivers and Managers appointed by Deutsche Bank (“DB”) to the assets of
the FMIF, enclosing a schedule of remuneration and invoices in respect of remuneration claimed by your clients

from the FMIF;
2. The letter from the DB Receivers to Ms Ginette Muller (the other liquidator of LMIM) of § June 2014;
3. The letter from our client, Mt Whyte, to Mr Park of 10 July 2014;
4, The letter from Mr Park to our client of 14 August 2014, enclosing schedules in connection with a revised claim by

your clients for remuneration claimed to be payable from the FMIF;

5. Our letter to you of 11 September 2014,

6. Your clients’ letter to our client of 29 September 2014, ;
7. Our letter to you of 25 November 2014; and

8. Your letter to us of 26 November 2014,

In the time since your last-mentioned correspondence, your clients and ours have engaged in discussions regarding your
clients’ claim for remuneration; unfortunately, those discussions have not, to date, resulted in an agreed process for dealing
with your clients’ claim,

Your clients have indicated that they intend to seek directions from the Court pursuant to section 479 of the Corporations Act
2001 (Cth) regarding the proper roles of LMIM, its liquidators, Mr Whyte and the DB Receivers in connection with the winding
up of the FMIF, While the matter of your clients’ remuneration claim has not been mentioned expressly in connection with
that proposed application, the directions to be sought by your clients have not yet been identified with precision and it may be
that the directions to be sought by your clients would affect your clients’ remuneration claim.
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Your letter of 26 November 2014 indicated that an application to the Court would be made by your clients “in respect of their
remuneration insofar as it is to be paid by the various LM funds” and raised two issues; the two issues raised were:-

L

Whether our clients accepted “the application of the statutory rights of indemnity pursuant to the Corporations Act
2001 (Cth) for the administrators’ and liquidators’ remuneration and expenses”; and

The apportionment of remuneration and expenses “actoss the various LM funds (including the FMIF) on the
percentage of funds under management basis”.

We are instructed to respond in relation to those two issues as follows:-

L

Statutory liens

The statutory rights of indemnity pursuant to the Cozporations Actwould entitle your clients to remuneration and
expenses in acting as voluntaty administrators and, subsequently, as liquidators of LMIM, insofar as payment is to
be made from LMIM's own personal assets (as distinct from those held as trustee or as responsible entity).
However, it is not at all clear to our client that those statutory rights of indemnity would assist your clients in a
claim for remuneration and expenses from the corpus of the FMIF. As you know, an administrator or liquidator
does not have an immediately enforceable right of recoupment of fees and expenses out of trust funds, nor an
enforceable equitable proprietary right or interest in such assets, at least absent an order made by a Court of equity
upon application.’

Of course, the Constitution of the FMIF also provides for remuneration of LMIM as responsible entity and
reimbursement from the assets of the FMIF, but your clients do not found their claim for remuneration upon the
FMIF Constitution; they have expressly disavowed any reliance upon the entitlement of LMIM as responsible entity
fo charge a “management fee” pursuant to the Constitution of the FMIF, The remuneration claimed has not been
calculated by reference to any provision of the Constitution, but rather by reference to hourly rates of charge
usually applied by FTI Consulting and time spent by the LMIM liquidators (formerly administrators) and their
staff and contractors.

Accordingly, in our client’s view (and ours), the provisions in the Cotporations Act for an indemnity in favour of
an administrator or liquidator do not appear to entitle your clients to claim remuneration from the assets of the

FMIEF, as of right.
Apportionment

If the Coutt directs that “Category 2” remuneration and expenses” are to be charged to the FMIF, then the basis of
apportionment across the various LM funds would presumably be required. An apportionment on the basis of
funds under management is one of a number of possible methods of apportionment of such costs; other methods
that might be considered by the Court include an apportionment on the basis of the value of assets under
management at the relevant times, or on the basis of an equal apportionment between all schemes.

Our client is not in possession of sufficient information, at this time, to form a view as to whether an
apportionment of remuneration on the basis of funds under management is an appropriafe and equitable basis of
apportionment, 1t would not be appropriate, at least at this time, for our client to express a concluded opinion as

" These principles have, as you know, been the subject of discussion and determination by the Courts, and you will no doubt be familiar with the

relevant authorities.
* References in this letter to “Category 1", “Category 2" or “Category 3" remuneration and expenses ate intended to refer to those categories as

explained in the prior correspondence between us.
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fo the proposed basis of apportionment, Our client is, however, prepared to discuss that with your clients further,
and to consider such information as your clients may wish to provide.

Other issues

Tn addition to those issues of principle, our client has raised issues relating to the way in which the claim has been presented
fo date, and the detail and information provided in support of the claim. We note, for example, that very little detail has been
provided in relation to the work petformed in the period from 1 January to 30 June 2014 (30 June 2014 being the date to
which remuneration has been claimed to date) and, for the period prior to that, while the information has been more
detailed, our client has raised certain issues with the way in which that detail has been presented, and in relation to some of
the items claimed, Those matters will need to be addressed in due course,

Our client is, ultimately, concerned to ensure that your clients ate remunerated from the assets of the FMIF for work propetly
undertaken for the benefit of the EMIF, and on a proper basis. Our client is also concerned to ensure that costs ate not
unnecessarily incurred by the FMIF in the process of resolving these issues.

Nature of any application to the Court

In very general terms, there are the following issues that need to be resolved in connection with your clients’ remuneration
claim:-

L The nature of the work undertaken by your clients for which remuneration is properly to be charged to the property
of the FMIF: that issue encompasses the following two broad questions:-

(a) In respect of the period after the appointment of Mr Whyte pursuant to the Order dated 21 August 2013
(following the judgment delivered on 8 August 2013), and also bearing in mind the appointment of
Messts Hayes and Connelly, what functions remained to be carried out by your clients in connection
with the FMIE and were, in fact, propetly carried out by your clients in connection with the FMIF?; and

(b) Upon what foundation does your clients’ claim for remuneration stand — that is, pursuant to the
Constitution, by reference to a “care and preservation lien” or on some other basis?

2. In respect of work of a more general character (category 2) — assuming that your clients are entitled to charge a
portion of that remuneration to the FMIF (and other LM funds), what is the appropriate method of apportionment
between the various funds that were under the control of LMIM?

3. Consequent upon each of those, what is the proper quantum of remuneration that should be allowed to your
clients from the FMIF, having regard to the principles applied to remuneration claims by insolvency practitioners?

The application proposed to be made by your clients for directions under section 479 of the Corporations Act is directed to
determining only part of the first of those questions. As you will have seen from our correspondence to you in relation to that
draft application, our client and we perceive difficulties in seeking to have such a broad range of issues (as would be raised
upon that application) determined in the absence of 4 defined factual context. We, and our client, are not confident that the
determination of the proposed application in the form presented to us would resolve the issues that arise in connection with

your clients’ claim for remuneration.

* Particularly bearing in mind the appointments of Messts Hayes and Connelly and our client
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Our client understands that your clients wish to progress the resolution of their remuneration claim, Our client proposed a
process for dealing with that claim, in our letter of 25 November 2014, involving an application by our client for directions,
but your clients have expressed a preference for making an application themselves,

Accordingly, our client proposes in summary that:-

1. Your clients review the material relating to their claim for remuneration so that complete and detailed supporting
material may be provided to our client for review and ultimately put before the Coutt (in a form similar, we would
suggest, to the way in which our client has presented his claims for remuneration);

2. Once that has been done, your clients make application to the Court for their remuneration — that application to
be made after consultation with our client, in order to attempt to define so far as is possible the issues that would
require determination by the Court, It may be that directions would be required in relation to that application,
similar to those outlined in our letter of 25 November 2014, although our client is not presently in a position to

say.
Please let us know whether your clients are agreeable to the proposed process generally outlined above.

Our client, and we, would be happy to meet with you and your clients to discuss this further, should you wish. We look
forward to hearing from you.

Yours faithfully

David Schwarz

Tucker & Cowen
Direct Email; dschwarz@tuckercowen.com.au
Direct Line; (07) 3210 3506

Liability limited by a scheme approved under Professional Standards Legislation,
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