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Part 1
The Compliance Plan

This Replacement Compliance Plan (the Plan) is effecive as of 28 November 2008, and is the
Replacement Compliance Plan of LM Investment Management Ltd, Responsible Entity (RE) that is
required in respect of the Scheme, pursvant to Section 601HA of the Corporations Act (Act). The
Board of the RE is satisfied that given the extent of the compliance framework and the Compliance
Program there are sufficient resources and structure to implement, monitor and maintain the Plan.

Preparation of the Plan

Senior Representatives of the RE endorsed the Plan and recommended its approval by the Board.
The Plan was prepared by the RE, All Directors have signed the Plan. The Plan has been prepared
having regard to the matters that were considered as a result of the RE conducting a compliance risk
assessmert and to the matters required to be included in the Plan pursuant to Part 5C of the Act and
to the relevant Ansfralian Securities and Investment Commission (ASIC} Policy Statements,
including particularly Policy Statement 132.

Scope of the Plan

The Plan has been structured so that it addresses the key processes, systems and structures that the
RE and its officers, Employees and authorised representatives must apply o ensure compliance with
the Act and the Constitution. The Plan does not describe in detail all aspects of the systems and
processes that it maintains to ensure compliance. Rather, it provides sufficient detail to describe the
measures of the more detailed systems, policies and procedures, plus information on how those
systems can be monitored and accessed to ensure the RE’s compliance obligations are met.

Amendment of the Plan

The Business Standards and Compliance Department, the Compliance Committee and the Plan
Auditor will review the Plan on an ongoing basis and the Business Standards and Compliance
Department will make necessary amendments to the Plan when appropriate. This is to be done with
regard to changes in the Act, the practice of ASIC, in the nature of the Scheme, and what is seen as
being best practice. The Compliance Committee may obtain independent advice on whether it is
appropriate to make an amendment to the Plan,

Distribution and use of the Plan

The Business Standards and Compliance Department has responsibility for providing copies and
amendments to the Compliance Plan to all Staff and the Compliance Committee and Plan auditor.

Sections of the Plan considered essential reading are Parts 1 to 4 which give an overview on the
| Compliance Plan, Corporate Governance, the Compliance Committee and the compliance duties if

the RE, Officers and Staff.

Part 5 lists the core compliance elements.

Part 6 provides the detail the essential measures in place to ensure the legal responsibilities are
complied with.

Application of Plan

The parts of the contents of this master Compliance Plan is referred to by other Schemes for which
the RE is responsible except for Scheme specific issues documented in Part 6 of this Plan, which are
specific to the First Mortgage Income Fund Compliance Plan.

Each Scheme may have specific Scheme issues which will be detailed in individual plans.

LM First Mortgage Income Fund ARSN 089 343 288
LM Investment Management Lid ABN 68 077 208 461 Responsible Entity and Australian Financial Services Licenseg 220281
Leval 4, @ Beach Rd. Surfers Paradise, Qld, 4217, PO Box 485, Surfers Paradise, Qid, 4217
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Part 2

Corporate Governance

The RE maintains a “flat” organisation structure, which lends itself to effective communication across
the company. The Directors believe that this “flat” structure and the participative management style
adopted by the Directors are essential foundations in the development of a true compliance culture.
The Directors are committed to ensuring compliance is a part of the RE’s culture and Directors,
Officers and staff takes ownership of compliance. The diagram below sets out the compliance
structure;

Corporate Governance

Board of Directors

Custody Commerciat Portiolio Mgt Information | Treasury Services & Investment Properity Corporate Fund Communicatior
Lending Technology Client Relations Services Mot Accounting Accounting

Compliance
Audits

Business Standards &
Compliance Department

Compliance
Committee

Creqit Funds PRAC Arrears Risk Payout
Committee Management Cammittee Management Management Committee
Commiitiee Committee Committee

All staff fall within a particular department. Each department has a2 Team Leader or Manager. Team
Leaders/Managers are appointed to represent their department to other deparfments and at
management meetings, Team Leaders/Managers are responsible for their departmental operations and
their continuous improvement programs, There are a number of Committees within the RE. Their role
is to enhance the decision making processes of the business. The continuous improvement programs
are summarlsed on the business plan of'the RE,

The scope of the Compliance Committee’s duties encompass all operational departments. The
Compliance Committee reports directly to the Board in a similar way to the RE’s external auditors.

Communication and information

Direct access to Directors and Team Leaders/Managers

The flat hierarchy of the RE means that all staff have direct access to Directors and Team
Leaders/Managers. The Directors and Team Leaders/Managers actively encourage staff
to raise ideas with them. The RE maintains a list of corporate values stated in the
business plan of the RE. The business plan is reviewed annually. All staff and the

LM First Mortgage Income Fund ARSN 089 343 288 ) ’ 4
LM investment Management Lid ABN 68 077 208 461 Responsible Entity and Australian Financia! Serviges Licensee 220281
Level 4, 9 Beach Rd. Surfers Paradise, Qld, 4217. PO Box 485, Surfers Paradise, Qid. 4217
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Directors have committed to these values. These values are one of the key foundations
for trust and teamwork in the company, and the foundations of a compliance culture,

LM Meeting

The Team Leaders’/Managers {or appointed delegate) from each department meet on a regular
basis, at least fortightly in the LM Executive Meeting. There is generally at least one
Director in attendance. It is open-to all stafT to attend the LM Meeting where they have an
interest in any agenda items or have an issue which requires consideration. The IM Mesting
is the key communication forum and decision making process for the RE with an all
encompassing scope including;

s Operational issues;

o  Staffing and training issues; and

a  Compliance issues

Input is sought from all attendees and a majority of all present is generally required to resolve
issues.

Minutes of each meeting are distributed to all staff and Directors.

Business Unit Measurement

The RE conducts a business unit measurement meeting, generally within two weeks of the
end of each month, to inform all staif of performance results for the preceding month for all
departments. If, for some reason, the RE is unable to have the meeting in any one month the
RE will report those results at the next meeting,

The performance results are reported to the Board at each Board meeting,

The Business Standards and Compliance Manager reports results in relation to breaches that
have occurred in the preceding months. These breaches along with the resolution of
rectification measures are discussed with the responsible Department Team
Leaders/Managers, usually, prior to the meeting.

The open and participative management style employed by the RE ensures that Directors,
Team Leaders, Managers and staff have access to relevant information in relation to the
management of the Scheme and the company.

Board of Directors

The full Board generally meets on a quarterly basis, or more frequently if necessary, to discuss
strategic, business and control matters, ;

The Board has primary responsibility for ensuring that there is an adequate and effective system
operating within the RE. As part of this responsibility the Board monitors business activity to
ensure that the systems and controls are operating effectively and deals with any issues effecting
the efficiency and effectiveness of these systems and controls.

Each Board member is required to complete the appropriate forms on disclosure of interests, and
where relevant, to satisfy the externality test in Section 601JA ofthe Act.

LM First Mortgage Income Fund ARSN 089 343 288
LM Investment Management Ltd ABN 68 077 208 451 Responsibie Entity and Australian Financial Services Licenses 220281
Level 4. 8 Beach Rd, Surfers Paradise, Qid, 4217. PO Box 485, Surfers Paradise, Qid. 4217
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Compliance systems

1. Compliance Responsibilities

The duties of the RE and each of the Directors and other Qfficers of the RE under this Plan include
the following:

@ toact honestly; A
to exercise the degree of care and diligence that a reasonable person would exercise if they were
in the position of the RE;
@ to act in the best interests of the Investors and, if there is a Conflict between the Investors'
interests and its/their own interests, give priority to the Investors’ interests;
e to treat Investors who hold interests of the same class equally and Investors who hold interests
of different classes fairly;
e  not tomake use of information acquired through being the RE, an officer or an Employee of the
Scheme in order to:
e gain an improper advantage for itself (the RE), themselves {officer or Employee) or
another person; or
o cause detriment to the Investors of the Scheme; and
e to ensure that the Constitution meets the requirements of sections 601GA and 601GB of the
Act;
@  to ensure that the Plan meets the requirements of secticn 601 HA of the Act;
o to comply with the Plan;
e to ensure that Scheme Property are :
s clearly identified as Scheme Property; and
e held separately from property of the RE and property of any other Scheme; and
e to ensure that the Scheme Property are valued, as necessary, at intervals appropriate to the
nature of the property;
e to ensure that all payments out of the Scheme Property are made in accordance with the
Constitution and the Act;
e toreport to ASIC any breaches as required by the Act;
e carry out or comply with any other duty, not inconsistent with this Act, that is conferred on the
RE by the Constitution; .
e to take all steps that a reasonable person would take, if they. were in the Officer's position, to
ensure that the RE - complies with :
e the Act;
e any conditions imposed on the Australian Financial Services Licence of the RE;
o the Constitution; and
o the Compliance Plan; and
e fo ensure that any duty of an officer under Section 601FD (1) of the Act overrides any
Conflicting duty under part 2D.1 of the Act,

The Board of the RE has the ultimate compliance responsibility for ensuring that breaches of legal,
regulatory and contractual obligations will be prevented.

The responsibility for compliance in the first instance rests with the Officers and Employees
performing operational tasks. Compliance systems are embedded in the business systems and
procedures to ensure that compliance aspects are addressed.

In addition to the obligations in this Plan Employees of the RE must not make improper use of their
position as an Employee to gain, directly or indirectly, an advantage for themselves or for any other
person or to cause defriment to the Investors of the Scheme and nust ensure that their duties under
Section 601FE of the Act override any Conflicting duty the Employee has under Section 2D.1 of the
Act.

2. Compliance Framework

The framework of compliance is documented in the Compliance Program. The Compliance
Program represents the totality of compliance measures adopted by the RE whether in respect of
this Scheme or not and addresses compliance with laws, regulations and the RE's ethical
standards.

LM First Mortgage Income Fund ARSN 089 343 288
LM Investment Management Ltd ABN 68 077 208 461 Respeonsible Entity and Austrahan Financial Services Licensee 220281
Level 4, 9 Beach Rd. Surfers Paradise, Qld, 4217. PO Box 485, Surfers Paradise, Qld, 4217
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The activities of the RE must be performed in accordance with the Compliance Program that it has
adopted. The RE requires that all Officers and other Employees display the highest commitment to
ethical and informed behaviour,

The Compliance Program was developed to conform to the Ausiralian Standard AS 3806. The Plan
is an integral part of the Compliance Program and focuses on those matters that are required by Part
5C of the Act.

The key elements in the Compliance Program are a framework of compliance procedures, controls,
training, exception reporting and auditing. These are supported by the requirement that key
processes follow established procedures and Officers and Employees are required to make
declarations of compliance with the Plan. Focus is on compliance with the key requirements in the
Act, the Constitution, the product disclosure statement (PDS) documents and those matters
identified by the Risk Management Statement of the RE.

The Compliance Committee has responsibility for ensuring that the RE and all Officers and
Employees comply with the Act and the Constitution and in doing so has regard to the terms of the
Plan and the other elements of the Compliance Program. The Business Standards and Compliance
Manager is a member of the Compliance Committee whose task is to monitor the Compliance
Program and report to the Committee.

3. Compliance risk assessment

The RE’s Risk Management Statement identifies key risk areas within the business and the controls
in place to mitigate those risks,

The main compliance risks which may effect a breach of the Compliance Plan, the Act or
Constitution are:

e  Breach of Compliance Plan
Breach of Licence conditions
Inappropriate management of funds
Inaccurate, incomplete or invalid applications, withdrawals or distributions
Inappropriate or inadequate disclosure and/or reporting
Inadequate segregation of assets
Inappropriate related party transactions
Failure of information technology systems and inadequate disaster recovery program
Inadequacy in the lending and valuation criteria on Scheme Property (Scheme
specific)

o @ @ ¢ ®» ® o @

The Compliance Plan details measures in place to mitigate the above risks, The RE’s various
departmental Teamn Leaders/Managers are required to review compliance risks relating to their area
of responsibility on an ongoing basis and report any material issues arising to the Business
Standards and Compliance Manager and/or at the LM Meeting.

Amendments to the risk management controls and procedures implemented by the RE maybe
required to be approved by all Directors and/or Team Leaders/Managers prior to implementation
dependant on the procedure type,

Compliance risks and risk management controls and procedures are communicated and actioned to
staff through staff training, and the various checklists required to be completed and reviewed within
the management of the Scheme.

4. Compliance training

The Business Standards and Compliance Manager initiate compliance training in conjunction with
the Team Leader/Manager of each department. The department Team Leader/Managers are
primarily responsible for developing, maintaining and disseminating the contents of the Plan to
Employees within their respective departments. Fach Team Leader/Manager is responsible for
ensuring that staff within their department conduct the affairs of the RE in accordance with the
Compliance Plan, '

LM First Mortgage Income Fund ARSN (089 343 288 _
LM Investment Management Ltd ABN 68 077 208 461 Respansible Entity and Australian Financial Services Licensee 220281
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Part 4

Compliance Committee
1. Members

Under Section 601JA of the Act, the RE is required to have a Compliance Committee in relation to the
Scheme that complies with the requirements of the Act, including the external membership
requirements of Section 601JB of the Act.

The RE has determined that the Commiitee will have three Members. It will consist of the Business
Standards and Compliance Manager of'the RE and two external Members.

A quorum for Committee meetings is the Compliance and Business Standards Manager and at least
one external Member.

The Board is responsible for appointing new members to the Committee and ensuring the external
members meet the definition of external member under Section 601JB of the Act. The Board is also
responsible for ensuring members have appropriate qualifications and experience which may include:

@ Relevant experience in the finds management industry;

° Auditing experience;

e Experience in relation to operational, quality, compliance or management systems; and

® Experience in relation to the Act, in particular, Australian Financial Service licensing, PDS

documents, fund raising and familiarity with relevant legislation within the RE’s jurisdiction.

It is the responsibility of the Compliance Committee to monitor satlsfdctlon of the externality tests
required by Sections 601JA and JB of the Act.

The Committee is not a Committee of the Board of the RE. It is intended that the Committee would,
except in exceptional circumstances, act by a simple majority on all business.

The Comumittee reports to the Board and provides assurance that the compliance plan continues to be
adequate for its stated purpose. The Commitiee also oversees and makes recommendations with
respect to the Plan to the Board, The Committee will rely upon the Plan Auditor fo report on matters
of control and adherence to the Plan, in accordance with their audit program.

The finctions of the Committes include the following:

o To monitor to what extent the RE complies with the Compliance Plan;

® To report to the RE:

o Any breach of the Act involving the Scheme; or
o Any breach of the provisions included in the Constitution in accordance with section
601GA
of which the Commiitee becomes aware or that it suspects;

® To report to ASIC if the Commitiee is of the view that the RE has not taken, or does not
propose to take, appropriate action to deal with a matter reported in relation to the previous
point above;

e To assess at regular intervals whether the Compliance Plan is adequate, to report to the RE on
the assessment and to make recommendations to the RE about any changes that it considers
should be made to the plan;

Maintain a Compliance Register that will contain compliance documents;
Take all reasonable steps to assist ASIC in carrying out a check under Subsection 601FF (l) of

the Act;
Provide all reasonable assistance to the Plan Auditor and to the Scheme Auditor; and
© To undertake such other matters as are not in Conflict with the foregoing or with the

Governing Documents or the Act.

Each Member of the Committee in addition to any other duty or obligation that he or she may have to

the RE or in respect of the Scheme is required:

e To act honestly;

°© To exercise the degree of care and diligence that a reasonable person would exercise if they
were in lifs or her position;

LM First Mortgage Income Fund ARSN 089 343 288
LM investment Management Lid ABN 68 077 208 461 Responsible Entity snd Australian Financial Senvices Licensee 220281
Level 4, 9 Beach Rd. Surfers Paradise, Qld, 4217. PO Box 485, Surfers Paradise, Qid, 4217
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e Not to make use of information acquired through being a member in order to :-
©  gain an improper advantage for himself or herself or another person; or
o ocause detriment to the Investors ofthe Scheme; and
® Not to make improper use of his or her position as an member to gain, directly or indirectly,
an advantage for themselves or for any other person or to cause detriment to the Investors of
the Scheme.

2. Meetings

The Committee will meet generally on a quarterly basis or more frequently as required. The
Committee is required to keep minutes of its meetings and make available those minutes for the
Directors, Team Leaders, Managers or other staff.

The RE undertakes to provide all assistance and will maintain records and materials of the Committee.
The RE undertakes to pay for all independent advice reasonably required by the Committee.

3. Compliance reporting

The Compliance Committee assists the Board and includes a report to the Board at the Board Meeting
on matters including;

o Changes in laws and regulations;

Ongoing compliance with the Compliance Plan, PDS and Constitution;
Audit results;

Report on regulatory reviews by ASIC;

New policies or procedures;

Compliance with licensing and financial reqmrements

Training and education;

° Currency of insurance;

e Any other matters

@ & ¢ 9 o

@

The Committee have access to the Scheme and Plan anditors. In the case of the external Plan
Auditors, the auditor will generally liaise with the Business Standards and Compliance Manager
and/or Committee on compliance matters prior to a final auditor’s report to the Board of Directors,
The Business Standards and Compliance Manager generally attend Audit Committee meetings of
the RE.

4. Access to records

The RE undertakes to provide access to the Scheme's acconnting records and to information that is
relevant to its compliance with the Act, the Constitution and this Plan to the Committee and any
independent adviser of the Commiftee. The RE further undertakes to ensure that adequate records are
maintained of the Scheme's operations and that compliance with this Plan is audited as required by
Section 601HG of the Act and.to have the Scheme Property valued at intervals appropriate to the
nature of the property.

5. Business Standards and Compliance Manager

The Business Standards and Compliance Manager is a senior officer with sufficient skill and
experience to undertake the compliance duties that relate to the conduct of the affairs of the RE.

The RE will ensure that there is at all times a senior officer in the position of Business Standards and
Compliance Manager. The Business Standards and Compliance Manager reports directly to the
Compliance Commiftee and represents the Compliance Committee at the LM meetings.

The duties of the Business Standards and Compliance Manager are maintained in the Compliance
Register. These duties include assisting the RE to ensure its Staff Officers and operations maintain
compliance with the Compliance Plan, Counstitution and any relevant Laws, Legislation and
Regulations appropriate to the business. The Business Standards and Compliance Departruent
facilitates and promotes a culture of compliance. They work with and assist departments to ensure that
appropnate systems are int place to adequately operate, maintain and monitor business processes that
are in compliance with the above. The Business Standards and Comphance Manager in conjunction
with the Team Leaders, Managers and Directors are responsible for the ongoing review of compliance
on an ongoing basis. He/she is responsible for ensuring that the compliance risk assessment, which
forms part of the RE’s Risk Management Statement, is updated and appropriate risk management
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controls and procedures have been implemented and are working adequately.
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* Constitution clauses refer to the LM First Mortgage Income Fund Constitution. For Schemes that refer to this master
Compliance Plan refer to the individual Schemes’ Constitutions for detail.
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Part 6

Compliance Elements Detail by Section

“Rule

1. Scheme Overview

To ensure the Scheme’s.

investment  objectives
continue to be met.

RISk Addressed™

Investment objectives
of the Scheme are not
met or change and do
not correspond with
that disclosed in the
PDS.

N

Complhiance Measures

The investment objective of the Scheme is to provide investors with income and allow
investors a choice of term or flexi account and return.

The RE achieves this by being selective of the investments of the TM First Mortgage
Income Fund, which are a diversified “pool” of registered first mortgages, cash and “at
call” securities.

As part of the asset allocation strategy, the RE diversifies the underlying mortgage

portfolio at a number of levels including, sector, geographic location, and term and loan
size.

Further details in relation to the Scheme objectives are described in the investment
mandate of the Scheme.

The structure of the Scheme is 4 unit trust. Units are issued at the current issue price and
withdrawals are made using the current withdrawal price, which is calculated by the RE in
accordance with the Constitution. Interest in the Scheme of each Investor is calculated as
a percentage of their unit holdings to the total issued units of the Scheme.

“ Responsibility

Checked:by.
Directors
relevant
Committees.

and
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Rule

The RE is required to
ensure that breaches in
the Constitution,
Compliance Plan or
Corporations  Act  are
detected and reported to
the Compliance
Committee and/or ASIC
as required by the Act.

Risk Addressed

Non-compliance  with
the Act, Compliance
Plan or Constitution;

A breach may not be
reported;

RE’s Licence may be
threatened;

Investor’s interests may
be disadvantaged.

Camplance Measures

The RE has a breach policy detailing identifying, reporting, recording, assessment,

2. ldentifying, Reporting and Rectifying Breaches

measurement, rectification and review of breaches.

In recognition of these obligations the RE carries out a number of supervisory
processes including;

a

Internal audits performed by the Compliance Officer. An internal audit
Compliance Program is used as a gnide for the audits, which cover all aspects of
the Plan. It includes checking internal systems and processes to ensure they
comply with the Plan, PDS, Constitution and any relevant legislation as
appropriate. Results of the audits are reported to the relevant departments and
the Compliance Committee with recommendations for rectifications of any
breaches or business risks identified.

Yearly audit by the Plan Auditor who undertakes independent testing of files
and compliance systems.

Prompt follow up of any enquiries or Complainis received by the Business
Standards and Compliance Manager.

Staff are encouraged to report breaches of the Compliance Plan to the Business
Standards and Compliance Manager under an ongoing program of continuous
improvement.

Number of breaches is a Key Performance Indicator for compliance, reported
at the monthly Business Unit Measurement meeting.

All breaches are recorded in the breach register which includes details particulars of
the breach, who or which department is responsible and the action taken to rectify
the breach. The register is reviewed at each Compliance Committee meeting.

Respansibility &
Checked by
Business Standards
and Cornpliance
Department -
continuous.

Reported to the
Compliance
Committee at each
Compliance
Committee meeting,

LML First Mortgage income Fund ARSN 089 343 288
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Risk Addressed

2 ldentifying, Reporting and Rectifying Breaches

“Compliance Meastres

When a breach is identified and reported the breach is assessed in accordance with the
breach policy to determine the level of severity and materiality.

In any case, significant or material breaches requiring immediate action, will be notified to
the Compliance Committee, then the Board and where required by the Act, ASIC.

Factors that will determine whether a breach is material or significant are:

o  The impact of the breach on the RE’s ability to provide its financial services;

» The extent to which the breach indicated the RE’s arrangement to ensure compliance
with its Licence obligations are inadequate; and/or

e  The actual or potential financial loss to investors/clients.

Breaches that are likely to occur because of the number and frequency of similar previous
breaches may aiso be reported to ASIC,

Rectification of breaches

Rectification of breaches is the responsibility of the operational department concerned. The
Compliance Committee must monitor the rectification process, if applicable, to ensure it is

sufficient to prevent further breaches of that nature and that the Plan properly reflects that
process.

Departmental Team Leaders/Managers are responsible for the implementation of revised or
amended systems,

“Responsibiin 0
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The Australian
Financial Services
Licence is current and
conditions are reviewed
and monitored to
ensure they continue to
be met.

3. Licence Conditions

Risk'Addressed

Failure to comply with

Licence conditions;

Licence suspension or

revoked;

Investor’s interests may

not be adequately
protected or
disadvantaged.

Comphiance Measures

» Conditions of the Licence are checked as detailed below:,

" Responsibiliy’ =

Checkedby &

The RE is restricted to providing financial service business as is permitted on the current
Australian Financial Services Licence — the RE continuously monitors current and any new
business to ensure it is adequately covered by the Licence conditions.

Any variation to the Licence conditions will be approved by the Compliance Committee

The Board is
responsible for all
business services and
the Compliance
Committee monitors
the Licence
conditions.

Capital adequacy — The NTA of the RE must be calculated with reference to the definition
of “Net Tangible Assets” set out in the Licence, The calculation is based on the most recent
RE financial statements and compared with the minimum NTA requirement under the
Licence based on the current level of Scheme Property.

Chief Financial
Officer - Monthly

Custodian a. Business Standards
. a. The RE must ensure that where an external Custodian is employed the Custodian’s net and Compliance
tangible assets position meets the minimum requirements as set in the Licence. The RE Department-
may receive a guarantee in substitution for net tangible assets as described in paragraph Quarterly
131.26 of Policy Statement 131, b. Business
b. The RE must also ensure the external Custodian complies with PS 133, Standards and
Compliance
Department -
Annually

LM, First Mortgage Income Fund ARSN 089 343 288
vestnent Management Ltd ABN 68 077 208 461 Responsibte Entily and Australian Financial Services Licensee 220281
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3. Licence Conditions

"Risk Addressed

Coniphance Measires

Base level financial requirements—
a.  Ensure the RE’s total assets exceed the total liabilities as defined in the Licence;

b.  Beable to pay its debts when they are due and payable; and

¢.  Ensure the RE meets the cash needs requirements by preparing a 12 monthly cash flow
forecast of operation of the RE, based on the most recently audited financial statements of
the RE. The Chief Financial Officer must provide an opinion, based on thres monthly
cash flows, on whether there are sufficient financial resources to meet ongoing
requirements for a minimum of three months as at the date ofthe review.

The RE must ensure that the cash needs requirement continues to be met with either the
reasonable projection plus cash contingency basis or the contingency based projection
basis as stated in the Licence.

Responsibility
Checked by -

Chief
Officer - Monthly

Financial

An audit opinion on the financial requirements of the RE is lodged with ASIC yearly. A
review of the audited financial statements and review of any qualifications contained in the
audit report is performed with any deficiencies in the audit report noted and action taken as
necessary.

Chief Financial
Officer — Annually

Current professional and fidelity/fraud insurances to at least $5 million are maintained at all
times,

Business Standards
and Compliance
Manager - Annually

Nominated Responsible Officers are appointed and in particular whether any event or
occurrence has occurred that may disqualify an officer from continuing to hold that position.
A check ‘of continuing membership of appropriate industry associations and/or ongoing
training is undertaken.

Business Standards
and Compliance
Manager — on
notification of the
event

The nature of the RE’s business, Schemes managed, its products or services has not changed in
any material way that may require a variation to the existing Licence is monitored.

The Responsible
Department for the
products and
services,

Then Business
Standards and

Compliance
Manager — on
notification of the
change
b First Mortgage income Fund ARSN 089 343 288
l@westment Management Lid ABN 68 (077 208 461 Respensible Entity and Australian Financial Services Licensee 220281
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3. Licence Conditions

Risk Addressed

Compliance Meéasures

Additions or changes to any business or trading names that may require modification to the
Licence are monitored.

“Responsibility’

Chetkedby oo
The Responsible
Department for the
products and
services,

Then Business
Standards and
Compliance
Manager — on
notification of the
change

Ensuring that reviews of any authorised representatives appointed has been conducted
satisfactorily and that appropriate remedial action has been undertaken where appropriate.
Ensure that authorised representatives have not confravened the Act or any conditions of the
Licence.

Business Standards
and Compliance
Manager - Annually

Ensure that any authorised representatives appointed are sufficiently trained in relation to the
activities they are to carry out on its behalf, before they commence those activities. The
authorised representatives must have undertaken relevant education courses at least sufficient
to comply with the PS146 requirements as per the Licence conditions,

Ensure that authorised representatives keep up to date through the use of continuing training
programs.

Business Standards
and Compliance
Manager - Annnally

Ensure that authorised representatives have been acquainted with and comply with the
Financial Transactions Reports Act and s243D of the ASIC Act

Business Standards
and Compliance
Manager ~ Annually

LM First Mortgage Income Fund ARSN 089 343 288
Lirivestment Management Ltd ABN 68 077 208 461 Responsible Entity and Australian Financial Services Licensee 220281
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L Rule i “Risk'Addressed
To ensure all Scheme
Property is clearly
identifiable, held | RE or other Schemes
separately from the | managed by the RE
RE’s own property and | and cannot be
that of other Schemes | separately identified.

operated by the RE.

Scheme Property is
mixed with that of the

“Compliance Measures

4. Safekeeping and Segregating Scheme Property

ldentifying and separating Scheme Property

The RE maintains a computerised management system which records all information for all
Schemes which the RE manages. Mortgage Scheme Property is identified with a unique
account number. The account number is allocated to the property during the approval stage
and is used as the unique identifier for that property. The account number is entered into the
system once preliminary assessment of the property is complete, Commercial Lending
Department give new loan instructions and details to Investment Services to process and
validate in the system.

When mortgage Scheme Property is entered into the system the specific Scheme is selected
from the product list to ensure the property is attached and recorded with the Scheme to which
it belongs. This also ensures that details relating to the Scheme are recorded separately from
other Schemes managed by the RE.

Scheme Property of cash received by investors into the Scheme are matched to applications for
the Scheme and processed in accordance with Section 15 - Investment Processing.

All payments directed to the Scheme are directly paid by the payer into the bank accounts
of the Custodian of the Scheme or by cheque payable to the Custodian. Bank accounts are
reconciled daily by the Custodian

Scheme Property of investments are processed by the Finance Department on instruction
by the Senior Accountant or Chief Financial Officer which are passed to the Custodian for
approval,

~Responsibility/ Chesked 2

by . s
Commercial ~ Lending
Department are
responsible  for  the
instructions of mortgage

and loan processing.

The Investment Services
Team  Leaders  are
responsible for
investment processing.

The system is monitored
monthly by the Senior
Accountant  who  is
responsible for monthly

reporting and
reconciliations of funds
under management.

Cash movements are

managed daily by the
Finance Department.

The Custodian is
responsible for
reconciliation and
monitoring of Scheme
Property.

LM, First Mortgage Income Fund ARSN 089 343 288
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4. Safekeeping and Segregating Scheme Property

Risk-Addressed Compliance Measures

Systems assurance

‘The management system is a separate application from other accounting applications of the
RE. All Scheme Property is entered into the management system by the Investment Services
Department. Account processing of the RE is performed by the Finance Department. Payments

are made from the Scheme to the RE though a service agreement monitored by the Chief
Financial Officer.

RE ensures that computerised processing by the RE follows the strict guidelines documented
in the Plan. These guidelines are based on the premise of security and contral including:

e Segregation of incompatible duties,;

e Two party authorisation processes for sensitive data entry and edits - refer Section 6 -
Investment Processing; and

e  Physical & logical access controls to systems including three tiers of security to manage
access fo client accounts. Access to client accounts is via the management system and
all three tiers of security are required. The three tiers are; system/domain security,
group access security ahd application security. All securify and access requests are
requested by authorised staff to the Information Technology Department in accordance
with the Change Control Policy.

"Responsibility/ Checked

by ; T
Investment Services
Manager is responsible
for the Scheme
applications.

Chief Financial Officer
is responsible for the
accounting of the
Scheme and the RE.

Computerised ~ System
security is the
responsibility of the
Information Technology
Manager.

LM
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The RE points an

Risk Addressed

“Compliancé Measures

4. Safekeeping and Segregating Scheme Property

~ Responsibility/ Checked

by

\ Custodian does mot | Custodianship of Scheme Property The RE will oversee the
independent  external | perform its duties in , . . ) performance  of  the
Custodian and  the | accordance with the | 1€ RE has to appoint an Extsrr.lal Custodian for Scheme Property. The Custodian will Custodian  and  will
Custodian performs its | service agreement | MANAES deposits of all moneys received on behalf of the Scheme. requice it to have
duties delegated to it on | which may affect the appropriate  compliance
an  ongoing  basis | Scheme property or the | The RE has entered into an agreement (the Custody Agreement) with the Custodian, whereby systems in place that the
including  safekeeping | investors. the Custodian will provide (inter alia) the following custodial and administration services to RE will monitor and
and  separation  of the Scheme: review  via  various
Scheme property. departments.
¢  Keep proper books of account and deposit all moneys received on behalf of the
Scheme into the Scheme accounts. These moneys include application moneys and
income;
) The  Custodian  will
= Hold Scheme property; provide monthly reporting
e Keep informed of the exercise by the RE of its powers and the performance of its to the RE on custody,
finctions under the Constitution; settlement and other cash
. . flows and other financial
@ Act as a Custodian of the Investors until the Scheme is determined or the Custodian transactions affecting the
retires or is removed; and Scheme.
e Comply with any directions given to it at meetings by the Investors convened
pursuant to the terms of the Constitution.
The RE must comply with the independent Custodian arrangements in the Act and as part of
its Licence when it is required to do so.
All custody, settlement, cash flows and other financial transactions affecting the Scheme will
be transacted and recorded using the systems of the RE and reconciled by the Custodian.
The Custodian is appointed pursuant to a Custody Agreement and must acknowledge the
compliance obligations relevant to the performance of the tasks it has undertaken to perform
and that it is capable and competent to conform to them and has adequate insurance in place.
The appointment of the initial Custodian has been made in accordance with these procedures.
LA First Martgage Income Fund ARSN (89 343 288 1§
vestman Mahagement Lid ABN 68§ 077 208 46} Responsible Entity and Australiar; Financial Services Licensee 220281
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4. Safekeeping and Segregating Scheme Property

Risk Addressed

Complhance Measures

Cash movement procedures

All cash balances of the Scheme will be held by the Custodian in bank accounts in the name of
the Custodian and solely under the control of the RE.

The RE will issue all instructions to the Custodian in relation to cash movements. The
Custody Agreement sets out the protocol for the issuance of instructions. The Custodian must
only act under written instruction by nominated authorised personnel of the RE as set out in the
list of authorised signatories attached to the Custody Agreement. The Custodian will nominate
its own authorised personnel to the RE in relation to cash movements.

" Responsibility/ Checked

by

Cash movements are
monitored daily by the
Finance Department.

The  Custodian  will
provide monthly reporting
to the RE on cash flows
and other financial
transactions affecting the
Scheme.

Monitoring of Custodian

The monitoring of the Custodian is similar to the procedure from monitoring of the Service
Providers. In addition to these matters, the Business Standards and Compliance Department
{or representative) will meet with the Custodian’s (responsible) Manager generally on a yearly
basis or more frequently of required to discuss and review any matters with the Custodian
relating to the Scheme that have arisen in the course of the delivery of services by the
Custodian.

The Business Standards and Compliance Department will repott any matters of concern that
arise during the course of discussions with the Custodian to the Compliance Committee.

The Scheme Auditor will review the andit report of the Custodian as part of the annual
compliance audit.

Business Standafds and
Compliance Department
- yearly

To ensure insurance
adequately covers the
RE’s activities and the
Scheme Property.

Insurance does not
adequately cover the
activities of the RE and
therefore putting
business operations at
risk;

Insurance does not
adequately cover the

insurances

Insurance General

Insurance is regarded as a critical risk in relation to various areas:
e Insurances in respect to the RE and its activities in relation to the conduct of the Scheme;
e Insurances directly protecting Scheme Property; and

e Insurances of External Service Providers, in particular, adequacy of Professional
Indemmity insurance of panel valuers.

Commercial  Lending
Department yearly on
Scheme property and
each responsible
Department on
enpagement of External
Service Providers.

Business Standards and

Ll First Mortgage Income Fund ARSN 089 343 288
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4. Safekeeping and Segregating Scheme Property
Risk'Addressed Compliance Measures “Responsibility/ Checked
by :
Scheme Property which | The RE must engage the services of a competent insurance broker experienced in property Compliance  Manager
may cause loss of | ownership and management and in the provision of indemnity insurance in relation to its yearly on the RE’s
property. Insurarce requirements. business and
professional indemnity
Insurances directly protecting Scheme Property Insurance,
These policies are generally taken by entities not associated with the RE and therefore a review
process is undertaken prior to settlement of each transaction to ensure that:
e Policies are in place and the premium has been paid;
o Are appropriate;
¢ Provide adequate coverage to the standard required of the RE,;
@ Note the Custodian as an interested party; and
e Arerenewed at each expiry date.
Where the RE deems that appropriate insurances are not in place, then the RE will require
appropriate cover to be instated prior to settlement of each transaction.
Insurance Tracking
The RE maintains a computerised insurance tracking system in relation to general insurance
policies protecting Scheme Property. The tracking system ensures that sufficient warning is
provided to the RE in relation to insurance expiry dates so that the RE may undertake action to
ensure the policy premium is paid and the policy renewed. In some circumstances this may
require the RE to pay the premium from its own, or Scheme funds and seek reimbursement
from the insured at a later date.
LN First Mortgage Income Fund ARSN 089 343 288 21
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5. Training, F;ecruitment and Experience

;R

To ensure that Officers,

Employees and
authorised

representatives of the
RE are adequately
qualified and
experienced to
competently  perform

their roles and receive
ongoing training to
enable them to comply
with the Act, the
Constitution and
Compliance Plan.

- represenfatives

Risk Addressed

Inadequately  training
and experienced
Officers, Employees or
authorised

which
may cause business to
be miss managed,
operated inefficiently or
not within compliance
of the Act, the
Constitution or
Compliance Plan.

Compliance Measures”

Staff and Responsible Officers training

The RE provides at least one (1) internal training session per month., Staff and Officers
should complete at least 12 hours training per annum unless it is logistically impractical. If
this is the case staff should try to use other resource means for keeping up to date with the
necessary knowledge requirements of their duties.
The RE’s training includes:

o  Compliance requirements;

e RE’s processes and procedures;

e Investment knowledge; and

e (eneral kmowledge & skills.

Departments also have individual training specific to their requirements.

A ftraining register is maintained detailing the office training and attendance.

Responsibility

Checked by

The Business
Standards and
Business  Standards
and Compliance
Department is
responsible for
managing  training

topics, external guest
speakers, maintaining
the training register,
approving  exXternal
training and all other
matter relating  to
training,

Training program is
reviewed quarterly.

Authorised Representatives training

The RE is required to ensure that its authorised representatives are sufficiently trained in
relation to the activities they are to carry out on its behalf, before they commence those
activities. The Authorised Representatives must have undertaken relevant education courses at
least sufficient to comply with the PS146 requirements as per the Licence conditions.

Normally the Authorised Representative will have provided satisfactory evidence of
competence and expertise as part of the process of qualifying for appointment as the
Authorised Representatives. The RE is required to ensure that Authorised Representatives
keep up to date through the use of continuing training programs. Although the RE will
ensure that intemal training programs are made available to Authorised Representatives, the
RE imposes a parallel obligation on Authorised Representatives to undertake continuing
external training in all subjects relevant to their activities on behalf of the RE.

Business Standards
and Compliance
Department ~yearly

LI First Mortgage Income Fund ARSN 089 343 288 .
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5. Training, Recruitment and Experience

T Risk Addressed”

Compliariée Measures

Recruitment and experience

The Human Resource Department initiate a due diligence process on all new staffincluding:

e Analysis of prior experience;

Demonstrated enthusiasm, initiative and honesty;

Appropriate academic qualifications or industry equivalent experience;

Reference checking; :

Appropriate verification checking including a staff check performed by an external
service provider;

e A recruitment interview;

More intensive due diligence may be performed on new staffin senior management positions.

e ® © @

New Employees are informed of their compliance obligations in respect of the RE’s
compliance with the Act, Constitution and Compliance Plan and are required to sign an
Employee compliance declaration and confidentiality and ethics agreement.

Responsibilin’
_Checked by

Human Resource
Department for each
new Employee.

Directors and Responsible Officers

This process is extended in the case of new Directorships and/or Responsible Officers to
include:

o  Noting other Directorships or Responsible Officer positions held;

e An objective assessment of the relative value, knowledge and experience to be gained by
the RE in the appointment of the Director and/or Responsible Officer;
Assessment of any Conflicts of interest; and
Determination of appropriate remuneration.

Appointment of a
new Director and/or
Responsible Officer
requires a majority
decision of the full
Board,

LW, First Mortgage income Fund ARSN 089 343 288
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“Rule:

Ensure staff are
sufficiently (rained and
aware of the obligations
in relation to
confidential
information and insider
trading

Risk Addréssed

Misuse of  inside
information by staff.

6. Confidentiality and Insider Trading

Compliance Measures

Confidential Information

The RE and Officers and Employees of the RE are required to deal with confidential
information in the manner required in Part 5C of the Act and to observe the requirements in
respect of information that is deemed to be ‘Inside Information’ under Section 1042 of the Act.

The RE and its Officers and employees and the Members of the Compliance Committee must
follow the procedures that have been developed to ensure that all confidential information is
identified and treated appropriately.

Access to documents and information is to be restricted to those with the ‘need to know’ and
when specific ‘Chinese wall’ procedures are adapted to limjt and monitor the flow of
confidential information within the RE they must be observed.

Insider trading

The RE must take all reasonable steps to ensure that Employees and Advisers do not derive
financial benefits by use of information obtained by virtue of their privileged position within
the company that is not generally available to the market as a whole,

“Responsibility? 00
.checked by :
All Departments —

continuous
Treatment of
confidential
mformation is

checked yearly by
Internal Audit. Any

issues found are
reported to  the
Compliance
Committee.
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7. Audit

A yearly audit is
performed to ensure the
RE is performing its
duties in compliance
with this Plan as
required by the Act.

Risk Addressed

Failure to have
Compliance Plan
audited as required by
the Licence;

The auditor is ineligible
to act as auditor for the
Scheme;

The auditor fails to
perform it’s obligations
within the letter of
engagement.

Compliance Measures
The RE undertakes the following in respect of the audit of the Compliance Plan:

Ensure that the audit is carried out in accordance with the letter of engagement;
Ensure that at all times a registered company anditor is engaged to audit compliance with
the Plan in accordance with the Act;

=  Ensure that the person is eligible to act as the auditor of the Compliance Plan as required
by the Act;

s  Ensure that the audit is carried out and the Plan is examined in accordance with section
601HG of the Act;

e Ensure that within three months after the end of a financial year, the Plan Auditor will
examine the Plan and report to the RE as required by Section 60IHG (3) of the Act on the
degree of compliance with the Plan and the appropriateness with the Plan;

o To require the Plan Auditor, as soon as possible, to notify ASIC in writing if the Auditor
has reasonable grounds to suspect that a contravention of the Act has occurred and
believes that the contravention has not been or will not be adequately dealt with by
commenting on it in the auditor’s report or bringing it to the attention of the RE; and

e  To provide to the Plan Auditor a right of access to the files and records of the Scheme and
will require its Officers to provide information in connection with the audit.

The Plan Auditor will conduct a periodic review that will focus on the risks of non-compliance
and will report back to the Commitiee on his findings. The scope of this audit will include all
computerised operations.

Résponsibility/
Checked'by -

and Compliance
Department - yearly

Business Stands '

Ongoing internal
compliance audits are
performed

Breaches may go
undetected;

Risks of non-compliance
of the Plan, Constitution
or the Act may go
undetected;

Quality controls may not
be implemented.

The RE  has an intemal compliance audit function within the Business Standards and
Business Standards and Compliance Department that works with the Plan Auditor and
Compliance Commiittee in monitoring compliance with the Act, the Plan and the Constitution.
A risk based methodology is used in the yearly audit program. The Plan Auditor will also
assist to develop and maintain a program of annual assessment of effectiveness of the Plan.

Business Standards

and Compliance
Department and
Compliance

Committee  review
the adequacy of the
internal audit

program on a yearly
basis.

It is the

LM, First Mortgage Income Fund ARSN 089 343 288
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7. Audit

Risk Addressed Compliance Measires

‘Responsibility/"

Checked by

responsibility of the

relevant Manager to
ensure timely
implementation  of
audit
recommendations.

Any issues arising
from the audit
throughout the year
are reported to the
Compliance

Committee each
Compliance

Committee meeting.

Li-First Mortgage Income Fund ARSN 089 343 288
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8. Accounts and Record Keeping

ERulEE

To ensure accounts and
records are maintained
accurately and on a
timely basis and the
valued

Scheme  is
appropriately.

To ensure records are

maintained accurately.

FUURISK Addressed

Incorrect or insufficient
records resulting in
qualified audit report

and/or incorrect
disclosure and
reporting,

Compliance Measures

Rcord keeping

The RE undertakes to ensure that adequate records are maintained of the Scheme's operations

The Accountants, overseen by the Chief Financial Officer, will ensure that the records of the
Scheme and the RE are appropriately established and maintained separately from those of
other interests of the RE. Scheme accounts are provided to the Scheme Auditor for audit
including certification that the accounting and taxation standards applied are adequate for the
purpose required by the Scheme. Any material audit adjustments arising from the auditor’s
work are recorded in the accounting system of the RE to reconcile the audited balances with
the Scheme accounting records. Only audited accounts may be forwarded to Investors,

The Senior Accountant is responsible for the accounting of gross income received,
commissions and fees and any other Scheme expenses or reimbursements that are properly
incurred and allowable under the Constitution. The Scheme accounts are prepared on a
monthly basis with a reconciliation of the funds in accordance with accounting procedures.
The Chief Financial Officer oversees the Senior Accountant in respect to gross income
collected and management fees, expenses and commissions paid during the month. Refer to
distributions, section 15 of the plan, for further detail on end of month processing and payment
of distributions to investors.

Fund management records and accounting finctions are performed on a computerised system,
The IT and accounting infrastructure within the RE s maintained in a secure environment in
their premises. Appropriate physical and logical controls are in place to preserve the
confidentiality of sensitive information.

With respect to the Scheme, where critical systems applications are being administered by the
Custodian, the RE has required details of their disaster recovery plans and will take actions to
ensure that they are adequate.

“Responsibility

Checked by

management records
(including  Investor
register) are under
the control of the
Applications

Investment Services
Team Leader.

The accounting
functions of the RE
and the Scheme are
under the supervision

of the Chief Financial
Officer.
The financial

position  of  the
Scheme is reported
monthly to the Chief
Financial Officer and
to the Board each

‘Board meeting.

The Scheme's ds )
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8. Accounts and Record Keeping

TRIsK Alddressed U Compliance Measures

“Responisibility/
v » Checkel by :
The Investor register Controlled by the
Applications
Investment Services
Team Leader on a
continugus basis.

Inaccurate or
inadequate records kept . . . . o
with may result in a The' systeg conta_ms a register which records ‘ thg interests of contributing Investors,
financial  loss  to | Particularly in relation to investment amount, maturity, income payment amounts and dates. A
investors. unique account number is given to each Investor which is then linked to the particular Scheme
in which they have invested. The sysiem reports Investor details separately for each Scheme.
The register is maintained by the Applications Coordinator.

The Investment
Services  Manager
reports to the Board
each Board meeting
on current statistics
on investment and
monthly efficiency
results to all staff in
the Business Unit

Measurement
Meeting. The
Business Unit

Measurement results
are included in the
each Board Report.
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To ensure records are
retained accurately and
securely and critical
deadlines are met on
time.

8. Accounts and Record Keeping

Risk Addressed

Insufficient records are
kept which would cause
a breach of the Act;

Insufficient records
resulting in a qualified
audit report and/or
inappropriate
disclosure.

Inability to  meet
statutory deadlines and
therefore a breach of
the Act.

Conpliance Meastres
Record retention

Material documents generally including original loan agreements, mortgages, leases and

collateral security documents are held separately by the Custodian as required, where an

external custodian is employed, otherwise by the RE.

Where an external custodian is employed, the Custodian maintains a computerised document
management and custody system which the RE has reviewed and approved for use in the
management of its material documents. The custody system identifies the documents held
with the appropriate Scheme and contains a diary system for alerting the Custodian and the RE
with key dates and statutory retention period maturity.

Where an external custodian is not employed records mentioned above will be held by the
Custodian staff of the RE.

The management system retains all investor records which is managed by the Investment
Services Department.

The Business Standards and Compliance Department refains all records with respect to the
compliance related issues.

The Finance Department retain all records with respect to finance and company matters.

The Plan Auditors will review these records as part of their audit of the Plan.

As required under S1101C of the Act, all registers and other records required to be maintained
under the Act are held for 5 years after the day of the last entry in the register or last record
made. Investor records are held for 7 years after the day of the last entry in the register or last
record is made in accordance with the Anti Money Laundering/Counter Terrorism Financing
Act 2006 Financial records required by the Act are held for 7 years after the transactions
covered by the record are completed.

“Responsibility
Checkediby

Each relevant
department for their
own documentation,

The Custodian will
provide monthly
reporting to the RE
on custody, and
seftlement and other
cash flows and other
financial transactions
. affecting the Scheme.
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Rule”

8. Accounts and Record Keeping

Risk Ada

Measures

Statutory deadlines and reporting

Operational departments maintain various electronic group calendars which record critical
events relating to the conduct of the RE’s business and Scheme related events to the extent
they are not recorded in the management system. The Finance Department administer a group
calendar in relation to statutory reporting in relation to the RE and its various Schemes.

The RE has prepared a list of all reporting obligations, including reporting obligations to
ASIC, that the RE has to apply in managing the Scheme

" Responsibility’ 77

Checked by

Each Department for
critical events
relating to the
relevant department -
are maintained on an
ongoing basis.

records and accounting
information is accurate
and secure,

The development of IT systems is based on an outcomes/deliverables based approach and the
anticipation of future growth identified in the business plan and growth forecasts.

Material changes to processes and/or high security issues are raised by the IT Manager at the
LM Meeting.

Ensure computer | Inadequate  computer | Computer systems The IT Manager is
systems are adequate | systems which may . . . . . . e responsible  for 1T
and maintained | cause information to be ?he 1;}5 Irx}amttﬁms various comfl‘)utensetd syste;ns in the cc?nduc:j ofits i')usu;tzss. The IT system systems and
effectively to ensurc | insecure or inaccurate. | 1 crifical for the maintaining of accurate records, accounting and security of data. operations.

The IT Manager
reports to the Board
each Board meeting
on I'T systems.

LM First Mortgage Income Fund ARSN 089 343 288
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8. Accounts and Record Keebing

Risk Addressed

Compliance Measurés 77

Disaster recovery and business continuation

Policy and procedures in respect to disaster recovery and business continuation have been

developed and ars to be followed and are set out in a documented Disaster Recovery and
Business Continuation Plan.

Data is protected by daily tape backup in accordance with a rotating tape backup strategy
involving multiple backup tapes and rotating offsite storage.

Data recovery plans are tested on a six monthly basis and verification of back up data tested on
a monthly basis.

A Disaster Recovery site has been established in the RE’s Sydney office. The main purpose
of the site is to enable business continuity if operations are interrupted and there is a loss of
physical access to the Gold Coast server. Replication of the critical data from the Gold
Coast to Sydney Disaster Recovery site is performed on a ‘real time” basis.

Responsibility?
Checked by

IT Manager.
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Rule

Ensure

9. Fees and Expenses

expenses charged are
calculated and
deducted correctly in
accordance with the
Constitution.

fs and H

Risk Addressed”

Expenses

management fees paid

are not valid

overpaid which may
cause a financial loss
to the Scheme and/or
Investors or a breach

of the Constitution.

and

or

Comphance Measures

1t is intended that the RE be entitled to fees for the performance of services where it has
performed them properly and to an indemnity in respect of liabilities and expenses incurred in
the proper performance of its duties. The rights of the RE to fees and indemnities are set out in
the Constitution. A description of these rights is also be set ouf in general terms in the PDS.

The Chief Financial Officer {s familiar with the Constitution in determining the types and
quantum of fees and expense reimbursements allowable. The Chief Financial Officer monitors

any unusual fee payment and seeks advice from the Business Standards and Compliance
Manager or the Committee as appropriate,

In the case of any doubt, the Committee may require that a payment or a request for payment
be fully supported by explanatory materials and by appropriate professional opinions. The
Committee may obtain independent advice on whether the proposal complies with the Act and
with the Constitution and the Plan. ‘

Payment of Scheme fees or expenses are checked by an independent checking officer,
signed by the authorised signatories of the Custodian where an external Custodian is

-employed, and an authorised signatory of the RE. Where there is no external Custodian

employed the payments will be co-signed by an RE custodian staff member. Any new
authorised signatories of the RE are approved by the Chief Financial Officer.

“Responsibility

Checked by

The Senior’

Accountant is
responsible for
accounting and
authorising all fee
payments and
expense
reimbursements,

Fees and expenses
are reviewed on a
monthly basis by the
Senior  Accountant.
The Chief Financial
Officer  supervises
the Senior
Accountant in the
ahove.

The financial
position  of  the
Scheme and the RE
are reported monthly
to the Chief Financial
Officer and to the
Board each Board
meeting.
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Rule

Ensure

10.Related Party Issues

related party
provisions of the Act
are complied with in
relation to disclosure
and  granting  of
financial benefit,

RISk Addressed

Dealing with related
parties may not be at
“arms length™ which
may cause the
Investors to suffer a
loss; ‘

The reputation of the
RE and the Scheme
may be damaged.

Comphance Measures™

Related Party provision of service

If any related entity, Officer or Director of the RE is engaged to provide services or other
involvement with the Scheme, then any such involvement must be pre-approved by the
Committee or the Board. The Committee or the Board will assess the suitability and probity of
the proposed involvement and will have absolute discretion to approve such an involvement.
The RE will also ensure that appropriate disclosures are made in each PDS document as
appropriate. 'The Members of the Committee or the Board will be able to obtain such
independent advice on these matters relevant to the Scheme as shall be reasonably necessary.
Any Board member involved in the provision of service will not vote on the decision, Refer
also Conflicts of Interest, Section 11, of the Plan. '

The Chief Financial Officer monitors service agreements between the RE or the Scheme and
any related parties to either the RE or Scheme, An annual review is performed by the Chief
Financial Officer which includes consultation with independent accountants to verify that the
agreements are commercial, The results of the review are reported to the Board annually.

A related party service register is maintained which documents all related parties who provide
a service to the RE.

~ Responsibility

Checked by

The Chief Financial
Officer monitors
service agreements
between the RE or
the Scheme and any
related parties  to
either the RE or
Scheme.

The Board is

responsible for
reviewing and
approving the
structure and probity
of commercial
dealing between the
RE and related
parties.

The Finance
Department are
responsible for

checking related
party provision of
service on an annual
basis for disclosure
im the financial
reports.
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Related Party transactions

The RE must comply with Section 601FG regarding the acquisition of interests in the Scheme.
Acquisitions of interests in the Scheme by the RE, other Schemes managed by the RE or its
Officers, Employees or authorised representatives must be made on an identical basis to all
other Investors as regards the consideration and the terms and conditions of issuance, There
may be a differential fee arrangement in place.

Any other proposal for the acquisition or withdrawal of an interest in the Scheme requires the
consent of the Committec or the Board. The Committee may obtain independent advice on
whether the proposal complies with the Act and the Constitution.

A related party transaction register is maintained which documents all related party
investment transactions,

Investment Services
Applications Team
Leader is
responsible for new
applications
including  related
party transactions.

Internal  audit are
responsible for
checking related
partly transactions on
a quarterly basis.
Any issues found
will be reported to
the Committee

Privacy of Related Party information

All Related Party information will be treated confidentially and’ in accordance with LM’s
privacy statement. Monitoring of sensitive information will occur if deemed necessary by
the Committee i.e. if the Related Party or entity is a competitor.

M First Mortgage Income Fund ARSN 089 343 288
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11. Conflict of Interest

Risk Addressed

Rl 5

Compliance Measures

“Responsibility, 08
Checked by

To ensure the has in | The RE does not | The RE has a Conflicts of Interest Policy which describes how the RE manages Conflicts The Risk Managr

place adequate | manage Conflicts of | which comprises ofa 3 step process: is responsible for
arrangements for the | interest  adequately the review of the
management of Conflicts | which may cause; 1. Identifying Conflicts; Conflicts of interest
of interest that may arise | e Unfair treatment | 2. Assessing and evaluating Conflicts; and policy at least
wholly, or partially, in of some Investors, | 3. Taking appropriate action which may or may not include disclosure. yearly,

relation to activities | e Unfair treatment

undertaken by  the of some | The policy describes in detail each of the above steps. The following

licensee or a borrowers, implement the Policy:

representative  of the

The policy also describes:

o The RE, officers B Compliance
licensee in the provision or staff gaining an Committee;
of financial services as unfair advantage. The structural arrangements to manage Conflicts, including flat management Risk Manager (the
part of the financial structure and varicus committees within the RE for decision making, Risk Manager has
services business of the Staff training on Conflicts, and primary
licensee or the Documentation and recordkeeping of Conflicts tesponsibility for
representative. implementing this
Policy);
Team
Leaders/Managers;
B The Responsible

Officers under the
FSR license; and

Staff.
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12.External Service Providers

Ensure service providers
have  systems and
resources to perform
their ~ fimctions  in
accordance with the
Compliance Plan and the
Act.

Risk Addressed

A service provider may
not perform its duties are
required by the RE;

The Scheme may suffer
a loss due to poor
service by external
service providers.

Compliance Measures

The RE has determined to use external service providers to attend to a number of functions in
situations where it believes that by doing so it can obtain the most cost effective delivery of
services. While the RE has ultimate responsibility for management of the Scheme, it intends to
outsource a number of functions for which it has responsibility under the Constitution and the
Act, in accordance with best industry practice.

Appointment

The RE will conduct a detailed due diligence check set out in the appointment procedures,
including reference checks, on key personnel with respect to its key service providers and may
assess the internal compliance and control procedures of each service provider.

An assessment of whether each service provider is capable of performing their respective
duties will be based on these factors. Service providers will be selected having regard to the
cost of their services, their quality and their comprehensiveness and cornpliance requirements.
In relation to each significant transaction, the RE may obtain legal advice to receive
confirmation that the contracts or terms of engagement for each service provider are
appropriate for the intended purpose and contain adequate compliance related measures

Each Department maintains a services provider register which includes relevant detail of each
service provider appointed.

Checked by
Department

“Responsibility

responsible for the
particular service
provider performs
due diligence check

on each new
provider.

Monitoring ongoing service

Each Department responsible for service providers will continuously monitor the performance
of those service providers. Where it is appropriate, formal reporting procedures will be
established which service providers will produce to the Department. Such reports will be
designed to demonstrate that the service provider is fulfilling its legal and contractual
obligations, as well as identifying any breakdown in the controls or compliance procedures
within the service provider in a timely manner

Dept responsible for
the particular service

provider
monitor on

will
a

continwous process
ie. as and when

each provider

is

used monitoring will
occur  consistently

throughout
period.

that
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Complaints are to be
handled  appropriately
according to the
Constitution and Act.

‘adequately

13.Complaints Handling

Risk Addressed

Complaints are not
addressed
and are escalated to
litigation;

Breach of the Act and
the Constitution;

Damage the reputation
of the RE.

Compliance Measares

Complaints Handling Policy

The RE has a policy that deals with the handling of Complaints. This palicy was developed
using the Australian Standard, AS ISO 10002-2006 as a benchmark and is to be included in the
Relevant Materials. v

Investor’s will generally report a compliant to their Advisor in the first instance. The policy
states if the-Advisor is unable to assist or if it relates to the Scheme or the RE, then the Advisor
will pass the Complaint onto the RE. This process does not exclude an Investor from making a
Complaint directly to the RE. The respective client relations staff will take responsibility of the
Complaint and record the Complaint. The RE has 30 days to respond to the Complaint once it
is received.

Complaints may be referred to the respective Team Leaders/Managers ot a formal Complaint
to the Business Standards and Compliance Manager where it will be recorded in the formal
Complaints register.

Full details of each formal Complaint and resolution thereof is recorded in the formal
Complaints Register including (as applicable or available):

The person respensible for resolving the Complaint;

The name of the Investor making the Complaint;

The nature of the Complaint;

The product, service or department in respect of which the Complaint was made;

Time line on Complaint;

The actual resolution of the Complaint;

e Recommendations for changes to products, disclosures, systems or processes to ensure
similar Complaints do not arise in future.

5 © @ @ @ ©

The RE is a member of the Financial Ombudsman Service (FOS) which is an external body
approved by ASIC. If the compliant is unable to be resolved intemally by the RE the person
complaining should be passed onto FOS.

Full terms of reference for the FOS are held by the Business Standards and Compliance

Responstuliyy 7

checked by

The Treasury Team

Leader and the
Business Standards
and Compliance
Manager are
responsible for
monitoring of
Complaints and the
management of
formal Complaints
as they arise.

Complaints are
reported to the
Compliance
Commuittee each
Compliance

Commitiee meeting,
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13.Complaints Handling

Risk'Addressed

‘Comphante Meéasares

Manager.

The Complaints process is explained in all PDS documents, which is required to be read by all
Investors.

Responsibility 7000
checked by,

Systemic Complaints

In the course of overseeing a Complaint, the relevant Manager may become aware of a
Complaint arising from deficient of inappropriate systems or processes. The Manager of the
Department responsible should assess the nature of the systemic of Complaint. Amendments
to systems or processes arising from the identification of systemic Complaints are the
responsibility of the Manager. Details of the proposed amendments and subsequent
implementation must be reported to the Commiitee and/or a Director as part of the monitoring
process of Complaints.

Manager of the
Department
responsible
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14.Distribution Channels

o ; ' Compliance Measures
Risk Addressed ¢ :

“ Responsibility/

: ; ’ Clhigcked by

Ensure financial | Products are 'Ihe RE s investment products are prx{narﬂy of'fered to the pub}m through other Australian

products are distributed | inappropriatel Financial Services Licensees and their authorised representatives. The products are also
. . 1approp s distributed through overseas intermediaries who are Licenced in their respective jurisdictions

by authorised licensees | distributed  or  not where required. The RE d ¢ hav thorised tatives that distribute it

and their representatives. | distributed according to 4 ' 085 not have any aufhorised representatives that distribute its own

IM policy, which may products.
lead to Investors being T T rrr
misinformed. Intermediary Distributor Due Diligence
. N . . , . . Treasury
The RE has an established distribution network of Ausiralian Financial Services Licensees Department for
(Licensees), their authorised representatives and overseas intermediaries. It is the policy of cach new
the RE to perform a due diligence process on intermediaries new to the RE to ensure LM is distributor
satisfied they are able to distribute and market LM’s products,

The due diligence process principally involves obtaining and reviewing the Licensee’s:

e  Ausiralian Financial Services Licence or equivaleni Licence, as relevant, in an
overseas jurisdiction; ;
Appropriate anti-money laundering declaration; and

o  Certificate of Currency of Professional Indemnity Insurance (and Fidelity Insurance
where appropriate); or

e Should the Licensee not be covered by Professional Indemnity Insurance, the
decision of whether to allow the Licensee to market the RE’s investment products is
at RE’s discretion. This decision is based on the criteria established in the RE’s
“Financial Services Licensees New Business Policy” where a questionnaire is
completed by the intermediary on insurance and claims.

The RE has an intermediary {terms of business) agreement which is executed by the RE and
the intermediary.

M First Mortgage Income Fund ARSN 089 343 288 :
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14. Distribution Channels

Risk Addressed

Ensure commissions are | Commissions are not paid
paid  correctly and | accurately or correctly.
accurately.

Compliance Meuasures

Commission Payments

Commissions may be paid directly to intermediaries (Licensees) or to their authorised
representatives with the consent of the Licensee.

Upfront commissions

The management system records details of all of Intermediary Distributors (Licensee)
registered with the RE. Prior to payment of commissions, the payee is checked against the
records of the management system. Commission calculations are checked by a person
independent from theprocesser. The commissions are paid weekly.

The management system links each Investor with their nominated Intermediary Distributor
(Licensee)/anthorised representative and records the amount of ongoing commissions
payable for each investment in each Scheme managed by the RE. Once entered, the system
automatically calculates commission payments to the Licensee at the end of the month.

Respousibiiity:
Checked by

Payment of
cominissions is
controlled by the
Commissions Team
on a continuous
basis.

The Investment
Services Manager
reports to the Board
each Board meefing
on current statistics
on investments and
maonthly efficiency
results to all staff in
the Business Unit
Measurement

meeting, The
Business Unit
Measurement results
are included in the
Board Reports.

LMLFirst Mortgage Income Fund ARSN 089 343 288
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:Rulé

15. Disclosure and Reporting Review Policy

Ensure all  product
disclosures  statements,
any offer documents and
marketing material are
not misleading or
deceptive, meet the
disclosure requirements
of the Act and are
appropriately authorised.

Risk Addressed

Product disclosure
documents, offer
documents or marketing
material may be
misleading or deceptive
or may not comply with
the Act.

Compliance Measure

All marketing material to investors must be reewed and approved by:

e The General Manager Distribution/Product (Director) or one other Director for
confent approval;

» The Communications Manager for presentation, layout, and communication of the
central ideas;

@  Business Standards and Compliance Manager in relation to compliance with the Act,
Compliance Plan, Constitution, PDS and advertising standards for the LM meortgage
Schemes under ASIC Regulatory Guide 45. Also to ensure there are no breaches and
no ugnintended misrepresentations.

All marketing material to financial advisers and or intermediaries must be reviewed and
approved by the General Manager Distribution/Product (Director) or one other Director.

All marketing approvals and supporting documentation are contained in a marketing register
maintained by the Communications Manager. A separate register is maintained for PDS
approvals and relevant supporting documentation.

Checkediby
Treasury
Department,
Directors and
Business
Standards and
Compliance
Manager.

LM First Mortgage Income Fund ARSM 089-343 288
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15.Disclosure and Reporting Review Policy

Risk Addressed

e Comphance Maasire
~Rule i ‘

Additional requirements for Product Disclosure Statements and
Supplementary Product Disclosure Statements

All statements in any Product Disclosure Statement (PDS) or Supplementary Product
Disclosure Statement (SPDS) must be verifiable and supported by written documentary
evidence where possible,

The RE ensures the final PDS and/or SPDS has been reviewed and comments/amendments
received and signed off by:

e A person independent from the author;

e  Corporate solicitor {except for SPDS due to minor changes such as distribution rates) ;
e  Business Standards and Compliance Manager; and

o  The Board.

The review should be complete prior to lodgement of an in use notice with ASIC to determiae:
e  PDS and SPDS and meets the appropriate disclosure requirements as required by the
Act;
Full disclosure of commissions for PDS and/or SPDS where appropriate;
s  No false, misleading or deceptive statements;
e  Statements of fact are verifiable with documentary evidence; and
e All opinions expressed by the RE represent the considered view of the Board.

‘Responsibility?

Checkedby ooy
PDS Coordinator
for all new PDS
documents.

LMLFirst Mortgage Income Fund ARSN 089 343 288
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PRI Addressed

15.Disclosure and Reporting Review Policy

Comphance Measure

Disclosure Benchmarks

Under ASIC Regulatory Guide 45 (Mortgage Schemes - improving disclosure for retail

PResponsibility:
Checked by

The disclosure on

investors) the RE must disclose whether it meets the requirements of the benchmarks stated in the benchmarks is

the guide for all LM Schemes defined as mortgage Schemes. If the benchmarks are not met monitored

the RE must disclose why they are not met. monthly by the

: Portfolio

The RE may make this disclosure, including any material changes to the benchmarks, through Department.

a PDS, SPDS or on the RE’s website (if the disclosure is not materially adverse to investors). Monthly signoff is
obtained by a
Director on the
adequacy of
current disclosure.

I

|
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“Risk Addrexsed

15.Disclosure and Reporting Review Policy

Comphiance Meastre

Reporting on Material Issues and Ongoing Disclosure

Changes in material issues affecting the Scheme must be approved by a majority of the Board

- or Funds Management Committee. They may consider details of any legal advice in relation

to the issue.

Any material change or significant event that affects a maiter, being a matter that would have
been required to be specified in the PDS or SPDS needs to be advised to current Investors in
accordance with the current Corporations Act.

Disclosure of material issues arising in the conduct of the Scheme will be referred to the
appropriate committee i.e. the Funds Management Committee, the Board or the LM meeting,
as relevant. The Treasury Team Leader is responsible for ensuring appropriate disclosure to
investors. Such client communications must follow the disclosure and reporting review policy
set out above.

It should be determined at the appropriate meeting if any other interested parties are required
to be informed of the material issue including any requirements nnder the Corporations Act.
In the case of threatened legal action, the RE insurer must be informed of the details of the
intended action.

The RE provides up to daie information on the Schemes via the RE’s website, This includes
updated material disclosures of the PDS and/or SPDS which are not materially adverse to
investors.

Further reporting and disclosures specific to the Scheme are contained under Investor
Reporting, section 16 of the Plan,

Responsibility ™
Checked by "

The Directors and
appropriate
Committees for
material issues,

LM First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

Risk Addressed

Australian Dollar Applications

Camphanice Measures

“Responsibility 7

Checkediby

To ensure application

accordance with PDS
documents, Constitation
and Act. Also to ensure
Applications are
processed correctly,
accurately, and in a
timely manner.

money is received in

Applications are not

processed in
accordance with the
PDS and/or the
Constitution;

Applications are

processed incorrectly,
inaccurately or not in
a timely manner.

Investors may only subscribe for units in the Scheme using the application form attached to the
Product Disclosure Statement (PDS). Applications are separated from other mail received by
the Mail Coordinator. The Mail Coordinator maintains a daily register of investments received
through the mail which is entered as correspondence. Applications may also be received by
electronic means which are marked as copies and monitored for receipt of originals.

Applications may only be accepted on receipt of a duly executed application form that is
checked for completeness, accuracy and relevancy on receipt including any relevant Adviser
details by an Applications Administrator and validated in the system, Missing, incomplete or
incorrect application forms are passed to the Investment Services Applications Team leader
and/for Applications Administrator and followed up with applicants or their Advisers within
seventy two hours. Where the details of the referring or advising party are not known to the RE,
then the Applications Administrator will verify the legal capacity of that party and their legal
eligibility to receive commissions. For firther details on commission payments refer to section
14 under heading - Commission Payments,

An application checklist is validated within the management system. The Applications
Administrator is responsible for data entry into the investor management system. A separate
investment account is created and a unique account number is allocated to the account. The
actual mumber of units issued is determined with reference to the current unit issue price
calculated in accordance with the Constitution. Details of the investment and investor are
entered.

Application moneys are payable to the Scheme bank account held by the Custodian. An
investment can only be processed on receipt of a valid application and application moneys. If at
any time applications money is unable to be matched to an application and all reasonable effort
has been taken to find and identify the corresponding application then the money may be
returned fo the sender.

Once the valid application and application moneys are received the Applications Administrator

Applications are
controlled and
checked by the
Investment Services
Checking Officer on a
continuous basis. The
checking may be
delegated to  an
Investment Services
Administeator.

The Investment
Services Manager
reports to the Board
each board meeting on
current statistics on
investments and
monthly  efficiency
results to all staff in
the Business Unit
Measurement
meeting. The Business
Unit  Measurernent
results are included in
the Board Reports.

LM First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

Risk Addressed

Compliance Measures
then authorises the monetary value and validates to the bank account,

A reconciliation of the investment amounts to the banking is completed each day by the Senior
Accountant.

After processing an Investment Services Checking Officer checks all data entered to the
documentation. Once satisfied the information is complete and accurate authorises the
transaction. At this point the transaction becomes a valid transaction in the system and
processed to the general ledger.

A contract note is then forwarded to the Investor confirming acceptance into the Scheme.

" Responsibility.

Clhecked by

b.

Non - Australian Dollar Applications

To ensure Application
Money is received in
accordance with PDS

documents,
Constitution and Act.
Also to ensure
Applications are
processed correctly,
accurately, and in a
timely manner.

Applications are not
processed in
accordance with the
PDS and/or-the
Constitution;

Applications are
processed incorrectly,
inaccurately or not in
a timely manner.

Application Mongy

e  Application Monies are made payable to the Custodian and are banked directly into a
Subscriptions Account held by the Custodian. An investment can only be processed on
receipt of a velid application and application monies. If at any time applications money is
unable to be matched to an application and all reasonable effort has been taken to find and
identify the corresponding application then the money will be returmed to the sender.

o The money is in the foreign currency as determined by the investor. The application money
is held in the Subscription Account. Once both the monies and application form is received
the application monies are exchanged for Australian dollars at the prevailing spot market
rate. The Scheme simultaneously will hedge the relevant currency using forward foreign
exchange contracts and the funds are transferred to the Scheme. The timing of these
contracts {s at the discretion of the RE.

e If application money has not been used to enter into a forward foreign exchange contract
within 30 days the RE will notify the payer, unless the payer of the money has not been able
to be identified, and the payer may request the return of the money to the financial
institution account nominated by the payer. Any transaction costs incurred the RE in

The Currency
Investment Services
Checking Officer s
responsible for
checking on a
continuous basis. The
checking may be
delegated to another

Invesiment Services
Team  Leader or |
Finance Department
Officer,

The Investment
Services Manager

reports quarterly to
the Board on current
statistics on
investments and

LMLFirst Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

Rk Addressed

Compliance Measures

relation to the money will be deducted prior to returning the money to the payer.

Application forms

-]

Investors may only apply for investments using the Application Form attached to the PDS.
Applications received through the mail are separated from other mail received by the Mail
Coordinator,  The Mail Coordinator maintains a daily register of investments received
through the mail which is entered as correspondence.

A currency register is maintained by Investment Services for all new applications received
by mail, facsimile or scanned email. Facsimile or emailed applications are marked as
copies and monitored for receipt of originals

Applications may only be accepted on receipt of a duly executed Application Form that is
checked for completeness, accuracy and relevancy on receipt including any relevant Adviser
details by an Investment Services Administrator. Missing, incomplete or incorrect
Application Forms are followed up with applicants or their Advisers within seventy two
hours. Where the details of the referring or advising party are not known to the RE, then the
Investment Services Administrator will verify the legal capacity of that party and their legal
eligibility to receive commissions.

Applications are entered into correspondence and held pending the receipt of the funds
which are matched prior to processing.

Once the application money is used to enter into a foreign exchange contract the application
is passed onto the Correspondence Administrator to commit the correspondence to the
management system and then passed onto the Application Administrator for processing.

The Australian dollar equivalent ftom the foreign exchange contract is transferred to the
Custodian’s bank account for the fund and reconciled to the application.

The Applications Administrator is responsible for data entry into the management system.
Details of adviser commissions, residency status and tax file number details are also entered.
A separate investment account is created and a unique account number is allocated to the
account for each investment.

Adfter processing an Investment Services Team Leader or delegated Checking Officer checks
all data entered to the documentation. Once satisfied the information is complete and

Responsibility

Checked by E
monthly efficiency
results to all staff in
the Business Unit

Measurement
meeting, The
Business Unit

Measurement resnlts
are included in the
quarterly Board

LALFirst Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

Risk Addressed

Compliance Measures

accurate authorises the transaction. At this point the transaction becomes a valid transaction
in the system and processed to the general ledger.

A contract note is then forwarded to the Investor confirming acceptance into the Scheme.

 Responsibility ~

Checked by -

c.

Changes to Investor Details

manner.

Ensure applications and
_investment details are
maintained
and in a confidential

accurately

Changes to Investor
details are not made
correctly.

All change of details correspondence are received by mail, facsimile or scanned email and are
forwarded to an Investment Services Administrator for processing.

The change is entered in the system by the Correspondence Administrator editing investor
details.

The change is then checked by the Investment Services Checking Officer and becomes a valid
change in the system.

Changes are
controlled and
checked by an
Investment  Services
Checking Officer on a
continuous basis. The
checking may be
delegated to an
Investment Services
Administrator,

The Investment
Services Manager
reports to the Board
each board meeting on
current stalistics on
investments and
monthly  efficiency
results to all staff in
the Business Unit
Measurement
meeting, The Business
Unit Measurement
results are included in
the Board Reports.

LM First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

RISk Addressed:”

ComplianceMeasires

“Responsibihity]

Checkediby o

d. Additional applications

Ensure additional | Additional The RE maintains an arrangement for making additional applications by Investors, which is Additional
applications are | applications are not | described below and complies with s1012D and s1016A. The arrangement includes applications are
accepted in accordance | processed in | applications received in relation to switching of terms within the Scheme. controlled and
with the Act. accordance with the checked by the
Act or PDS; The additional application arrangement Investment  Services
Checking Officer on a
Additional continuous basis, The

applications are not
processed correctly.

Investors’ funds are
lost or misallocated.

By signing the original application form an Investor is taken to have elected to participate in
the additional application arrangement.

The Investment Services Administrator is respousible for forwarding to the Investor a
current investment summary and coniract note within one month afier acceptance of the
application.

Additional investments should be accompanied by that account nurmber where possible.

The Senior Accountant is responsible for the daily reconciliation of the bank statements to
the management system and includes verifying the automatic allocation of direct deposits to
the Investor’s investment account by the management system.

Swilches

On applying to switch terms within the Scheme an Investor completes either a switch form
or provides written instruction to the RE to amend the existing investment, The RE has the
discretion to allow switching within a term period.

checking may be
delegated to an
Investiment Services
Administrator,

The Investment
Services Manager
reports to the Board
each board meeting on

1 current statistics on

investments and
monthly  efficiency
results to all staff in
the Business Unit
Measurement
meeting. The Business
Unit  Measurement
results are included in
the Board Reports.

L) First Mortgage Income Fund ARSN 089 343 288
%vestmcnt Managernent Ltd ABN 68 077 208 461 Responsihle Enlity and Australian Financial Services Licensee 220281

L
L

()

4, 9 Beach Rd, Surfers Paradise, QId, 4217, PO Box 485, Surfers Paradise, Qid, 4217

49

LAN OCT O L ZNAANC 1AL



16. Investment processing

Rule T “Risk Addrossed

Comphance Measures

Currency of PDS documents for existing Investors making additional deposits

The RE must only accept additional applications where it believes on reasonable grounds
that at the time the additional application was made, the current PDS has been made
available to the Investor and auy ongoing disclosure requirements notified. The RE will
form this view on the basis that; -

e On issue of each new PDS for the Scheme a copy of the new PDS is made available to
all Investors registered in the additional applications arrangement;

e Where a replacement or supplementary PDS is issued a copy of the replacement or
supplementary PDS is made available to all Investors registered in the additional
applications arrangement and that PDS has adequate disclosure of the arrangement;

@ The current PDS is available free of charge to any Investor in the arrangement, on
request, at any time; and

o Any ongoing disclosures are made available in accordance with the Act.

Replacement or supplementary PDS

If at the time an Investor makes an additional investment:;

e  The RE has lodged with ASIC an in use notice for a replacement or supplementary PDS
in respect to the current PDS; and, ’

e The RE does not believe on reasonable grounds, that the replacement or supplementary
PDS has been made available to the Investor; then,

The RE must send, or make available to the Investor, the missing documents and a written
notice explaining that the investment has been accepted (or otherwise as the case may be).

Responsibifin’ 7 7
Checked by F
Treasury Department
for issuing of each
PDS or

supplementary PDS/
Investment Services
Team Leader control
Investor statements.
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16. Investment processing

Risk Addressed

Differential Fee Arrangement

‘Compliance Measures

Responsibility:

Checked by

Ensure Investors under
a differential ~ fee
arrangement are treated
fairly and do not

disadvantage other
Investors. Also
disclosure  of  the
differential fee
arrangement is  in
accordance with
relevant legislation.

Investors under a
differential fee
arrangement
disadvantage  other
Investors;

Differential fee
atrangements are not
disclosed as required
by legislation.

The RE may offer a Differential Fee Arrangement to Investors at rates to be disclosed from
time to time offered to investors investing in the Fund as a Wholesale Investor, within the
meaning of Wholesale Client in Section 761G of the Corporations Act or form employees or
employees of a related body corporate of the RE .

Compliance with Class Qrder {CO 03/217]

The RE must ensure that;

e Where a Differential Fee Arrangement of a kind referred to in paragraph 1 of Schedule
B of the Class Order is in place or is to be offered, a statement of the basis upon which
the differential fee will be calculated and which specified the fees members will have to
bear; and

o  Where a Differential Fee Arrangement of a kind referred to in paragraph 2 of Schedule
B and the Class Order is in place or is to be offered to certain wholesale Investors, a
statement of that fact, .

is disclosed:

e To existing Members of the Scheme by no later than the date of the first communication
which the RE makes to all Members which is made both:
o after the date when the differential fee arrangement is first offered; and
o after 18 March, 2001; and
e In any disclosure document used for an offer of interests in the Scheme.

The Differential Fee Arrangement is made in accordance with Differential Fee Arrangement
procedures.

Fund Management

Committes for each
new differential fee
arrangement

LI First Movtgage Income Fund ARSN 089 343 288
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16. Investment processing

TRask Addressed

Compliance Measures

‘Responsibiligy? 77

Chetked:by

f. Australian Dollar Withdrawals
Ensure withdrawal | Investor may suffer a | Withdrawal requests must be made in writing (through facsimile, scanned email or mail) to the An Investment
requests and | loss if withdrawal or | RE in accordance with the PDS. Signatures appearing on written withdrawal requests are Services  Checking
reinvestments are | reinvestments are not | compared with the original application form signatures by the Investment Services

processed in a manner
consistent  with  the
Constitution, PDS
documents and the Act,

processed correctly.

Administrator prior to approval.

The RE requires that withdrawal requests only be paid to the bank account nominated on the
Investor’s application form. Where an investor requires deposit to a different account, then the
RE requires written authorisation from the signatories to the original application form.
Approval is at the discretion of the RE. 1t is the responsibility of the Investment Services
Payments Team Leader fo enforce this policy.

The correspondence is validated then the Redemption Coordinator processes the withdrawal and
completes a withdrawal checklist for each withdrawal,

On the date of withdrawal it is processed and passed to the Checking Officer for checking when
the file becomes valid in the system and processed to the general ledger.

The payments are then batched in the banking system for paymerit and given to the Checking
Officer for checking and approval.

The withdrawal from the bank account is approved by the Checking Officer. The Custodian will
receive instructions pursvant to the Custody agreement. The Custodian’s authorised signatories
must co-sign the withdrawal file and transmit the payment then return the file to the RE for
confirmation.

Withdrawals will be paid in accordance with the Constitution after the required written notice,
within the notice period, disclosed in the product disclosure statement, has been received.

Officer is responsible
for  control  and
checking of all

withdrawal requests.
The Investment
Services Manager

reports to the Board
each board meeting on
current statistics on
investments and
monthly  efficiency
results to all staff in
the Business Unit
Measurement
meeting. The Business
Unit Measurement
results are included in
the Board Reports.

LMLFirst Mortgage Income Fund ARSN 089 343 288
westment Management Ltd ABN 68 077 208 161 Responsible Entity and Auslralian Financial Services Licensee 220281
L\bl 4, 9 Beach Rd. Surfars Paradise. Qid, 4217. PO Box 485, Surfers Paradise, Qid, 4217

@)}

52

~ANT NACEO T FATANT _ITIALLL



16. Investment processing

Risk Addressed

Conipliance Maasures

Responsibility’

documents and the Act.

[e}

investrent. The reinvestment will be reinvested in a 1 month or other specified term in the
originally nominafted currency.

If the investment is to be reinvested the Scheme will rehedge the foreign currency from the
original maturing forward foreign exchange contract into a new forward foreign exchange
confract at the prevailing rate.

e Ifthe Investor chooses to withdraw their investment on maturity:

The Investor must give the RE the reguired notice in accordance with the PDS
prior to maturity;

Withdrawal requests must be made in writing (through facsimile, scanned email or
mail) to the RE in accordance with the PDS;

Notification is checked by Investment Services Administrator and recorded in the
management system. Signatures appearing on written withdrawal requests are
compared with the original application form signatures by the Investment Services
Administrator prior to approval;

The Redemption Coordinator processes the withdrawal in the system and
completes withdrawal checklists for each withdrawal. This is checked -and
validated by an Investment Services Checking Officer. These transactions are then
processed to the general ledger;

On the date of withdrawal the Redemption Coordinator rechecks the data ready
for withdrawal and payment and reconciled to the bank;

This is then passed to the Investment Services Checking Officer for checking and
approval when the file becomes valid in the banking system;

Cheeked by
g. Non - Australian Dollar Withdrawals
Ensure withdrawal | Investor may suffer a | Maturing investments An Investment
requests and | loss if withdrawal or Services ~ Checking
reinvestments  are | remvestments are not | o At the end of the term the investment will automatically be reinvested for a further 1 month Officer is responsible
processed in a manner | processed correctly term unless advised otherwise by the Investor to withdraw or reinvest for another specified for control  and
gonsnf‘tter':_t with P]glg term. The system diarises the date of maturity based on the application date and term of the checking — of all
onstitation,

‘withdrawal requests.

The Investment
Services Manager
reports to the Board
each board meeting on
current statistics on
investments and
monthly  efficiency
results to all staff in
the Business Unit
Measurement
meeting. The Business
Unit Measurement
results are included in
the Board Reports.
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16. Investment processing

Risk Addressed

Compliance Measures

o The withdrawal from the foreign currency bank account is approved by the
Checking Officer. The Custodian’s authorised signatories must co-sign the

withdrawal file and transmit the payment then return the file to the RE for
confirmation;

o This amount is then forwarded to the Investors agreed overseas account in the

agreed foreign currency at the relevant foreign currency rate in the time frame
determined under the constitution;

o The RE requires that withdrawal requests only be paid to the account nominated
on the Investor Application Form. Where an Investor requires deposit to a
different account, then the RE requires written authorisation from the signatories
on the original Application Form. Approval is at the discretion of the RE.

e  Withdrawals must be converted from Australian dollars to the agreed currency at the agreed
currency rate stipulated in the foreign exchange contract no later than the withdrawal date.
On any one day a net settlement will occur for any differences in value between the total of
maturing investments or reinvestments in the maturing forward foreign exchange contracts
and the new forward foreign exchange contracts for the new reinvestment amounts and any
additional new investments for each particular currency on that day. The net amount of each
currency contract is either paid to or received from the foreign currency dealer.

" Responsibility/

Checked by

h. Australian Dollar Distributions

To ensure distributions | Investor may suffer a
by the Scheme to | loss ifdistributions are
Investor are calculated | not processed
correctly and distributed | correctly. -

to the correct Investor on
a timely basis and in
accordance with the
Constitution.

At the end of each month, reconciliation to the bank statements of the gross income collected is
performed by the Senior Accountant. Various reports detailing gross income collected, fees and
commissions paid are forwarded to the Senior Accountant for inclusion in the Scheme
accounting records and verification.

The Senior Accountant is responsible for the accounting of gross income received, commissions
and fees and any other Scheme expenses or reimbursements that are properly incurred and
allowable under the Constitution. The Scheme accounts are prepared on a monthly basis. The
Senior Accountant liaises with the Chief Financial Officer in respect of gross income collected
and management fees and expenses including commissions payable after the end of each month.
The Senior Accountant accounts for and certifies the amount of fees, commissions and expenses
and the calculation of the distributable income in accordance with the Constitution, The Senior

Controlled and
checked by an
Investment Services
Checking Officer on

each distribution
payment.
The Investment

Services Manager
reports to the Board
each board meeting on
current statistics on

First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

“Risk Addressed

Compliance Measlires

Accountant reconciles the system generated distribution to the Scheme accounts.

Income distributions are accounted for monthly and paid within 14 days following the
distribution period (one calendar month) of collection in accordance with the Constitution and
the PDS. This period may be extended if the distribution is paid, with the investment
withdrawal, at the end of the term.

The system automatically calculates interest due to each investor with reference to the
current interest rate. An Investment Services Team Leader checks and authorises the
distribution. The distribution from the bank account is approved by the Custodian. The
Custodian’s authorised signatory must sign the withdrawal file and transmit the payment

Investor unitholdings recorded in the management system as at the last day of the
distribution period are used in calculating proportional investor entitlements to the
distributable income. Income distributions are processed by direct credit to the Investor’s
nominated bank accounts or reinvested,

Investors may also nominate to have their monthly distributions paid guarterly. The
distributions will be paid within 10 days of the guarterly anniversary date of the investment.

“Responsibility

Checked by

monthly  efficiency
results to all staff in
the DBusiness Unit
Measurement

meeting. The Business
Unit Measurement
results are included in

‘the Board Reports.

investments and

Non- Australian

Dollar Distributions

To ensure distributions
by the Scheme Fund to
Investors are calculated
correctly and
distributed to the
correct Investor on a
timely basis and in
accordance with the
Constitution.

Investor may suffer a
loss if distributions
are mnot processed
correctly.

Income distributions are accounted for and automatically reinvested with the maturing
investment at the end of the term. If the Investor has not nominated to have the distribution
paid or specified a term for reinvestment the funds will be reinvested for a 1 month term
with the initial investment hedged in the currency originally nominated. If the distribution is
to be reinvested the Scheme will hedge the distribution from the original maturing
investment into a new forward foreign exchange contract at the prevailing spot rate with the
maturing investment.

The investor may have (he option to withdraw the distribution at the end of the term by

notifying the RE 5 days prior to maturity. These distributions are paid in accordance with the
terms of the Constitution.

Controlled and
checked by an
Investment Services
Checking Officer on

each distribution
payment.

The Investment
Services  Manager

reports to the Board
each board meeting
on current statistics

LM First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing

Risk Addressed

Comphance Measures

Calculation of Distributions

At the end of the month a reconciliation of the gross income collected is performed by the
Senior Accountant. Various reports detailing gross income collected, fees and commissions
paid to financial planners are forwarded to the Fund Acconntant for inclusion in the Scheme
accounting records and verification.

The Senior Accountant is responsible for the accounting of gross income received,
commissions and fees and any other Scheme expenses or reimbursements that are properly
incurred and allowable under the Constitution. The Scheme accounts are prepared on a
monthly basis. The Senior Accountant liaises with the Chief Financial Officer in respect of
gross income collected and management fees & commissions payable after the end of each
month, The Senior Accountant accounts for and certifies the amount of fees, commissions
and expenses and the caleulation of the distributable income in accordance with the
Constitution. The Senior Accountant reconciles the system generated distribution to the
Scheme accounts.

The system automatically calculates interest due in Australian dollars to each investor with
reference to the current interest rate. An Investment Services Team Leader checks and
authorises the distribution.

Investor Unit Holdings recorded in the management system as at the last day of the
distribution period are used in calculating proportional Investor entitlements to the
Distributable Income. If the distribution amount is paid it is completed by redeeming the
number of Investor’s Units equivalent to the interest earmed on the investment amount. This
is processed through the net settlement process (stipulated under Maturing Investments) to
the foreign currency dealer in Australian dollars who converts it to the agreed currency at the
agreed currency rate stipulated in the foreign exchange contract. This is then paid to the
Investor’s nominated bank account

Responsibilita
Checkediby

on investments and

monthly  efficiency
results to all staff in
the Business Unit

Measurement
meeting. The
Business Unit

Measurement results
are included in the
Board Reports

LB First Mortgage Income Fund ARSN 089 343 288
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16. Investment processing
Risk Addressed

Financial Transaction Reports Act 1988 and Anti Money Laundering and Counter Terrorism Financin

Act 2006

Conipliance Measures

““Responsibili
Cliecked by

Ensure that the RE
complies with it’s
obligaticns under the
Financial Transactions
Reports Act 1988 (FTR
Act 1988) and

subsequent the Anti
Money Laundering and
Counter Terrorism

Financing Act 2006
{(AML/CTF Act 2006)
in  respect of the
financial services it
provides.

The RE does not
comply with the
respective Acts ;

Money launderers or
Terrorists may invest
illegal money in the
Scheme which
remains undetected.

FTR Act1988

Suspect transaction

The RE as an Australian Financial Services Licensee falls within the definition of cash
dealer within the meaning of the Financial Transaction Reports Act 1988, Secc 243D of the
Australian Securities and Investments Commission Act 2001 requires the RE where it has
reasonable grounds to suspect that information it has concerning a transaction may be
relevant to investigation of, or prosecution of a person for, an offence under this Act or the
Corporations Act, to prepare a report (including the reportable details as set out in Schedule
4 to section 16 of the Financial Transaction Reports Act) of the transaction and communicate
that information to the Australian Transaction Reports and Analysis Centre (“AUSTRAC”),
Details of the procedures to be followed are in “Suspect transaction procedures™

Siagnificant cash transactions in amounts of $AUD10,000 or more

Any transaction involving cash ($AUD10,000 or more or equivalent in foreign currency) is
required to be reported to AUSTRAC. Where the transaction is also considered suspect, then a
separate report must be prepared and lodged with AUSTRAC. It is the policy of the RE that
cash only be handled by a teller of a bank and never by Officers, Staff or Advisers of the RE.

Transfer of $AUD 10,000 or more in cash into or out of Australia

Where an amount of SAUD10,000 or more is carried into or out of Anstralia, then it must be
reported to AUSTRAC.

International funds transfer instruction or telegraphic transfer

Any intemational funds transfer in any amount is required to be reported to AUSTRAC
where the RE arranges the transfer directly, by electronic or similar, and not by a bank.

Controlled by The
Investment Services
Applications Team
Leader on a
continuous basis and
the AML Officer.
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16. Investment processing

LORisk Addressed

Complunce Medsures

Normally these transfers are arranged through a bank in which case the bank will transfer the
funds and report the transaction to AUSTRAC. It is the policy of the RE that international
funds transfers only be arranged through a bank.

The obligations under the FTR Act 1988 will be superseded with the implementation of the
respective requirements under the AML/CTF Act 2006. The obligations to comply with the

AML/CTF Act requirements are in accordance with the dates stipulated in the AML/CTF
Act 2006,

AML/CTF Act 2006

The RE has an AML/CTF Program in compliance with the AMI/CTF Act. The AML/CTF
program’s central purpose is to meet LM’s objectives in relation to anti-money laundering
and counter terrorism financing (AML/CTF) as described in the LM AML/CTF policy.

The AML/CTF Program is divided into Part A and Part B.

The primary purpose of Part A of the AML/CTF Program is to identify, manage and mitigate
money laundering and terrorist financing risk that LM may face in relation to the provision
of its designated services through both LM’s Australian and overseas offices. Part A applies
to all areas of the business that are involved in the provision of a designated service,
including any function carried out by a third party.

The primary purpose of Part B of the program is to set out LM’s applicable customer
identification procedures on new investments from the effective date in accordance with the
legislation.

Responsibility:”

I\, First Mortgage Income Fund ARSN 089 343 288
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To ensure forward
foreign exchange

contracts are purchased
by authorised LM staff,

U'Risk Addressed

17. Foreign Exchange Contracts

That inappropriate or
unauthorised foreign
exchange contracts are
purchased.

" Compliance Measure

The application money from the Investor may be received in Australian dollars or foreign currency
received into a subscription account. If received in foreign currency the application money is held in
the Subscription Account until a forward foreign exchange contract is entered into, Individual forward
foreign exchange contracts are entered into for each currency. The timing of the contract is at the
discretion of the RE. This pooled amount will be exchanged into Australian dollars at the prevailing
spot market rate. The Scheme simultaneously will statically hedge the relevant currency usin g forward
foreign exchange contracts and then transfer the funds to the Scheme.

Foreign exchange contracts are processed by an Investment Services Administrator then checked by
an independent Checking Officer. The RE holds a list of staff members who are approved to check the
transactions prior to authorisation. Once checked the contracts are authorised. The RE maintains a list
of staff members who must authorise the contract transaction. Two of these authorised staff members
must authorise the transaction with the foreign exchange dealer. The checking and Authorising
Officers have been delegated by the Chief Financial Officer. One of the Authorising Officers may be
a Checking Officer

A transaction confirmation is addressed to either of the authorising officers from the Authorised
Foreign Exchange Dealer by the end of the working day in which the transaction took place. This
authorising officer must confirm and check details of the transaction,

Investment

ffResponsnblhty!Cf‘”
checked by

Services Currency

Team Leader.

LM_ﬁrst Mortgage income Fund ARSN 089 343 288
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18.Investor reporting

“Rile Risk-Addressed

To ensure Investors
are informed of their

Reporting inaccurate or
in¢orrect information to

mvestments and all | investors;
material issues on a
timely bass. "I Not  reporting  to

investors on material
issues;

Not  reporting  to
investors in a timely
manner.

Compliance Measures

An investment summary, setting out details of the investment and units held and a contract
note is forwarded to the Investor within one month of acceptance into the Scheme or within
one month of any request such as additicnal deposits, free of charge. The letter
accompanying the transaction statement for additional deposits details how the Investor is
able to receive a current PDS.

Where there is a change in an investment a new investment summary is issued reflecting those
changes.

A taxation statement is produced annually detailing all interest payments credited during each
preceding financial year. This statement is also available on request.

A pericdic statement is issued annually, within 6 months of the end of the financial year, to all
investors detailing transactions for the preceding financial year. If an investor withdraws from
the fund a periodic statement (exit statement) is sent within 6 months after withdrawal detailing
the transactions from the last periodic statement period to the date of withdrawal,

Updates on disclosure information about the Scheme is provided at least 6 monthly to
investors. '

" Responsibility:

Checked by

Investment Services
Applications Team
Leader on a
continzous basis.

The Investment
Services  Manager
reports to the Board
each board meeting
on current statistics
on investments and
monthly efficiency
results to all staff in
the Business Unit

Measurement
meeting. The
Business Unit

Measurement results
are included in the
Board Reports.

Conirolled by the
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19. Funds Management Committee
“Risk Addressed

Inappropriate

decisions are made be
the Funds
‘Management

Committes which may
cause a financial loss
to investors.

Compliance Measures ™

A review of the Scheme is conducted each quarter by the Funds Management Committee
which consists of at least one Director, the Portfolio Manager and/or the Chief Financial

Officer. The Funds Management Committee monitor;

o 8 o

The Funds Management Committee may make recommendation or proposals t the Board of

Budgets;

Distribution rates; '
Weighting of underlying securities to particular asset classes; '
Cash flows;

Average maturity profile of loan book;

Level of liquid assets with reference to withdrawal requests anticipated and
determination of the minimum liguid funds threshold;

Weighting of loans to fixed and variable classes and consideration of loan terms and
asset allocation;

Adherence to investment mandate;
Investment proposals of the fund other than mortgages.

Directors for consideration of the above. Any material variances from the specific
directions given must be ratified by the Funds Management Committee.

The Funds Management Committee will ensure that investment mandate will be adhered to
at all times. A breach of that mandate would be classified as material and notified to the
Business Standards and Compliance Department.

“Responsibility/

Checked by

The executive
Directors are
responsible for
ensuring that the
Funds Management
Committee contains
the relevant
experience  within
its members to fulfil
its task,
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.Ensure the Scheme’s
Hquidity procedures are
in accordance with thie
Constitution and the
PDS.

20. Liquid Preservation Rules

Risk*Addressed

The level of liquidity in
the Schemes is reduced
significantly which
would adversely affect
Investor’s interests in
the Scheme.

Conipliance Measures

The Portfolio Manager (Director) monitors cash and liquidity levels in accordance with the

liquidity policy of the Scheme and if there is any event that he/she considers would adversely

affect the liquidity of the Scheme, including as stated in the Constitution, where the Investors

may be adversely affected, the Portfolio manager will liaise with at least one other Director to

discuss the impact on withdrawals and interests of the investor. The Board of Directors must

consider; :

»  Whether processing of the current monthly withdrawals should be suspended/postponed,
and

» How it and future withdrawal requests will be met without adversely affecting the
interests of all members of the Scheme.

Fund cash flow position is prepared by the Finance Department on a daily basis for analysis by
the Portfolio Manager and Chief Financial Officer. Liquidity/cash levels are monitored
through this process.

Cash levels, as per the investment mandate, are disclosed in the PDS and monthly fund
Teports.

_‘Respensibility! 7

Checked'by:

Manager, Chief
Financial Officer
and Finance
Department
monitor  Hquidity
on a daily basis.

Fund Management
Committee monitor

liquidity -
quarterly or more
frequently as

required. This is
overscen by the
Board of Directors,

The Portfolio ,

LM, First Mortgage Income Fund ARSN 089 343 288
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21. Powers to Borrow

RuleE ey

To ensure the RE’s

power to borrow for the
purposes of the Scheme
is in accordance with
the Act and any other
relevant legislation
and/or agreements.

+IRISK A ddrassed”

The Scheme borrows for
inappropriate purposes;

The Scheme borrows
beyond its covenants
which  may  affect
Investor’s interests in the
Scheme.

“Compliance Measures &

Scheme. Proceeds are used to fund complying assets originated by the Scheme.
Borrowing must be in accordance with the Constitution, the Act and the agreement/s
between the lender/s and the Scheme. Bormrowings (including material covenants) are
disclosed in the PDS and investment mandate.

Al} proposals for borrowings must be approved by 2 Directors of the RE,

Guidelines and parameters are set by the Directors to ensure borrowings do not adversely
affect the Investors of the Scheme. :

From time to time the Scheme may borrow or raise money for the purposes of the

S ReNpoRLibil

Checkedby oot
The Chief Financial
Officer with the
Portfolio
Management
Department reviews
the borrowing
monthly as part of
the review of the
financial accounts of
the Scheme to
ensure  continuous
compliance with the
agreement.

All borrowings are
reviewed quarterly
by the  Funds
Management
Committee.

LiLFirst Mortgage Income Fund ARSN 089 343 288
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22. Unit Pricing

FRule -

To ensure application
and withdrawal prices
are  calculated  in
accordance with the

Constitution, PDS
documents and
Corporations Act.

Risk Addressed

Unit pricing is
calculated in a manner
inconsistent with the
Constitution or
inaccurately;

Investors may suffer a
financial loss.

Compliance Measures

The issue pric and the withdrawal price of a unit are calculated monthly in Australian
dollars. The foreign currency investments are converted to Australian dollar units through
the foreign exchange contract.

The unit price is calculated in accordance with the Constitution and unit pricing policy
based on the valuation of the Scheme Property. The net Scheme value is calculated as a
part of the monthly accounting for the Scheme as at the cut off date.

The number of units on issue is determined from the management system which records
all units allotted to Investors. The issued units recorded in the management system are
printed on the cut off date and is the number used for calculating the issue price and the
withdrawal price.

The Senior Accountant is responsible for advising the Chief Financial Officer or Portfolio
Manager. This is then advised to a Director where a decision can be made whether to
revise the unit price and to enable a revised Issuc Price and Withdrawal Price to be
calculated.

“Responsibility”
~ChecKed by

The Senior
Accountant reviews
the unit price
monthly.

L First Mortgage Income Fund ARSN 089 343 288
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FRule

To ensure the Scheme
is valued accurately and
in  accordance with
relevant  Accounting
Standards.

23. Scheme Valuation

Risk Addressed ~ ‘Comphance Measures

The value of the Scheme Scheme Valuation Palicy
1s inaccurate.

The Scheme valuation policy must be in accordance with relevant Accounting Standards,
applicable in Australia, at the time of valuation and have the endorsement of the Audit
Committee of The RE which includes representatives of the Scheme’s auditors. The RE’s
unit pricing policy details valuation methods of the Scheme’s various assets,

Valuation updaies

Assets are required to be revalued in accordance with the Constitution and unit pricing policy.

In accordance with the Constitution, the Scheme is valued on a monthly basis. This
valuation takes into account the latest available valuations of underlying assets in
accordance with the valuation policy relating to individval security property valuations.

Valuation of the Scheme is the responsibility of the Senior Accountant and occurs each
month as a part of the monthly accounting process for the Scheme. Generally accepted

accounting principles are applied in the preparation of the accounts in accordance with the
Constitution.

An accounting period “cut off” is set for the last day of the month. All calculations
required under the Constitution are calculated as at the cut off date by the Senior
Accountant.

Senior Accountant,
supervised by the

Chief Financial
Officer — monthly

The financial
position  of  the
Scheme is reported
monthly to the Chief
Financial Officer

LM First Mortgage Income Fund ARSN 089 343 288
widinvestment Management Ltd ABN 68 077 208 461 Responsible Entity and Australian Financial Services Licensee 220281
l@l 4, 9 Beach Rd. Sarfers Paradise, Qid, 4217. PO Box 485, Surfers Paradise, Qid, 4217

O

65

AANT OO 01 TATANC _ITIALL



To ensure

24. Scheme Fund income

Scheme
income is accurate and
received on ‘a timely
basis

Risk Addressed

Not all income to the
Scheme 1is received
which may cause a loss
to the Scheme.

Compliance Measures
Mortgages

The management system contains a mortgage register which records the relationship between
the borrower and the Scheme, in particular the outstanding amount, interest rate and monthly
due date of payment as in accordance with the terms and conditions of the Loan Agreement.
These details are certified by a Commercial Lending Team Leader prior to eniry into the
system. A unique number is allocated to the Mortgage, Borrower and the Scheme, each is
linked via these numbers.

An income diary is maintained in the management system which records all due dates for
receipt of income. The management system is based on a direct debit system whereby income
is directly debited from borrowers bank accounts in accordance with collection instructions
received from the legal department at the time of settlement.

Other Income

The management system records receipt of Scheme income. The income is collected
progressively each month by the Finance Department and deposited directly to the bank
account, maintained by the Custodian, where it is held until distribution.

Bank reconciliations are performed daily.

The Finance Depariment prepare a reconciliation of income on a monthly basis.

~Responsibility:

Checked by
System input
controlled by An
Investment

Services Team

Leader on a
continuous  basis
which is certified
by the Commercial
Lending
Department on
initial recording,

The income
recontciliation is
reviewed by the
Senior Accountant
on a monthly basis
and reported to the
Chief Financial
Officer. The
financial position is
reported to the
Board each board
meeting,

o
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“Rule

To protect  Scheme
property and ensure all
repayments of income
and capital is received

"Rigk Addressed”

Not all income and/or
capital are received in
the required time. This
may lead to a capital

25. Collections and Arrears Management

Compliance Measures

'The RE has documented arrears management processes which are implemented in the event

that a mortgage loan goes into default. Arrears loans are managed by a team of experienced
personnel. The documented processes inciude the following:

: , Dishonoured payments or other defaults are referred to the Arrears Manager for actioning.
on a timely basis and | loss of the fund. The Arrears Manager immediately contacts the borrower to ascertain the circumstances of
fully recoverable. the default:

?

B Ifthe default is short term (less than 60 days), arrangements are made with the borrower to
remedy the default; ’

B If the default is long term (60 days or longer), a summary of the details obtained from the
borrower is emailed to the Arrears Committee with recommendations;

_The Arrears Committee is comprised of the Executive Directors, the Portfolio Manager,
the Risk Manager, the Arrears Manager, the Asset Manager and members of the
Commercial Lending Department as appropriate;

The Arrears Committee generally meet at weekly. The Arrears Committee considers the
recommendations for arrears loans and oversees the preparation of an arrears management
plan for each arrears loan. Given the nature of loans within the loan portfolio, the RE
adopts a case by case approach to arrears management, reflected in the individual
management plans for each arrears loan; -

B The management plan is implemented by the Arrears Manager who maintains a separate
arrears file for each arrears loan;

Reports on arrears loans are prepared and presented at Arrears Committee meetings.
Arrears management plans are considered and updated as necessary;

B Tn the formulation of an arrears management plan the Arrears Committee considers the
following factors:

s  Current value of the security property;.
Whether updated valuation ought to be obtained;
o Current loan amount;
e  Current loan to valuation ratio;
e A review of securities held;
L e A review of insurances held;

" Responsibility/

Checked by

Arrears Committee

meets weekly.

LM First Mortgage Income Fund ARSN 089 343 288

L'_M_lp

H

vestment Management Ltd ABN 68 077 208 461 Responsible Entity and Australian Financial Services Licensee 220281
Lfle" 4, 9 Beach Rd, Surfers Paradise, Qld, 4217. PO Box 485, Surfers Paradise, Qld, 4217

67

AAAT AN AT ZATAAAT 1A



e @ 2 8 ©

Issue of defanlt notices;

For commercial loans:

tenancy status;

For construction loans:

m  gtatus of construction;

cost to complete;

= sales achieved;

@ review of presales

Current marketing and/or sales programs;

Credit assessment of the borrower and any guarantors;

Whether demands ought to be issued to any guarantors;

Any proposal by borrower to remedy the default;

Status of any second or subsequent mortgages and status of priority
arrangements;

Desirability of taking possession or appointing a receiver or agent for the
mortgagee;

Compliance with statutory requirements {e.g. lodgement of notices, maintenance
of controller accounts);

Any site-specific issues (e.g. planning, subdivision, contamination or heritage
status);

Potential sales avenues; and

Whether sales agent ought to be appointed/selection of agent.

For all arrears loans, a detailed recoverability analysis is prepared and generally
updated on a weekly basis as part of the arrears management plan;

External consultants (valuers, lawyers, insolvency practitioners, sales consultants etc)
are engaged where appropriate throughout the arrears management process;

Arrears loans are managed in this way until the security is sold and/or all possible
recovery action has been completed.

ML First Mortgage Income Fund ARSN 089 343 288
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Ensure

26, Credit Committee

the Credit
Committee  correctly
monitor and make

accurate decisions on
the investments of the
Scheme

TRisKAddressed

Credit Committee
makes  inappropriate
investment  decisions

which may adversely
affect the Investor’s
interest in the Scheme.

Compliance Meastres

The Credit Committee is an internal review committee for all mortgage investments and is
independent from all other departments. It is generally comprised of the Team
Leaders/Managers (or approved delegates) of the Commercial Lending, Legal, Finance
and Treasury Departments and generally one Executive Director. The Credit Committee
meets as required to consider proposed and existing mortgage investment opportunities.

Where new mortgage investment proposals pass the initial analysis by Commercial
Lending, Commercial Lending will provide a written synopsis of the loan for
consideration and discussion at the Credit Committee meeting. The Credit Committee is
responsible for setting the primary terms and conditions of the loan within the parameters
established by the finds management committee.

Material issues arising firom mortgage investment proposals currently undergoing due
diligence and risk analysis by Commercial Lending are required to be raised for
consideration and resolution by the Credit Committee. This includes any variation from
the RE’s standard terms and conditions.

When mortgage investment proposals meet the RE’s policies and procedures they are
required to be finally approved by the Credit Commitice before settlement occurs.
Approval is evidenced by signatures of the Team Leaders of the Commercial Lending
Depariment, Legal Department and one Executive Director on the pre-setticment checklist
attached to the file.

The Credit Commiftee has the final say in relation to all matters it considers, The
Commercial Lending Department must abide by the Credit Committee’s rulings. A two-
thirds majority is required for approval of mortgage investment proposals, although
unanimous approval is generally sought.

The Credit Committee also nominates panel valuers and expert consultants and approves
loan rollovers/ variations.

" Responsibilitv T

“Checked by

The Executive
Directors are
responsible for
ensuring that the
Credit  Committes

contains the relevant
experience within its
members to fulfil its
task,
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27. Lending Cri{eria

- Rule

Ensure that investment in
Scheme Property is in
accordance with the Act
and the Scheme
Constitution and PDS.

Risk Addressed ™

Investments in
inappropriate  Scheme
Property which may
adversely affect the
Investors interest in the
Scheme.

The Scheme holds
wnauthorised  property
and therefore the RE
would be in breach of
its obligations.

Compliance Measures

The RE has determined and documented a lending polcy for guidance in the approval and
management of morigage applications.

For all mortgage applications:

= The type of real estate offered for security must be acceptable to the RE. Typically
mortgage securities will include; commercial, industrial and residential real estate (and
development loans and pre-development land loans across these sectors) secured by
registered first mortgage;

¢ A first mortgage must be registered on all primary security property;

® A certificate is received from the RE’s solicitor on all settlements confirming validity
of security;

e  Security documents are lodged for stamping and registration within 14 days of
setflement;

e The value of the property must be established in accordance with the Valuations
Pdlicy-Mortgage Lending (refer section 28) and in accordance with its Constitution;

e The Credit Committee applies the loan to value ratio to the valuation amount generally
exclusive of GST, unless there are substantial positive factors such as high pre-sales,
high net worth of the borrower etc.;

o The serviceability for the facility must be established to the satisfaction of the RE. The
serviceability analysis is performed to evaluate the financial capacity of each applicant
borrower including checking the credit history of each borrower through a credit
bureau;

¢ Pre-settlement, seftlement and post-seltlement reviews are performed;

o  Commercial Lending carries out regular reviews of all current loans; and

e  Settlement and ongoing payments must be certified by two approved Commercial
Lending Team members.

The Constifution of the Scheme does not allow the RE to exceed a loan to valuation ratio
of 85% of any one loan except in the event of default. Notwithstanding the provisions of
the Constitution, the RE has a policy of generally not exceeding the following loan to
value ratios ;

o  65% for vacant land;
e 75% for commercial loans;

reviewed yearly by
Commercial Lending
Department.

Credit Committee is
responsible for each
new proposal.

The Commercial
Lending Department
is responsible for all
procedures to settle
the loan,

Loan status is reported
to the DBoard each
board meeting,

The 1endin critera is
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27. Lending Criteria

Risk Addressed TCompliance Measures

e 66.67% for construction and development loans of the gross realisation, caleulated
on a cost to complete basis.

It is the RE’s policy to ensure that no single mortgage exceeds 10% of the Scheme assets,

M First Mortgage Income Fund ARSN 089 343 288
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27. Lending Criteria

Risk Addrsssed™

‘Compliance Measutes

Development loans

Additional requirements are imposed in the case of development loans as follows:

The initial drawdown for the facility is arrived at after considering both the approved
loan to valuation ratio on the “as is” valuation and the cost to complete formula.
The initial drawdown must meet the loan to valuation ratio required and also allow
sufficient funds to be available in the facility to complete the development. The

_ project feasibility must reflect the “cost to complete” formula throughout the life of

the project. The concept “cost to complete” is that the lender always retains
sufficient funds within the loan facility to complete the development based on its
own assessment of the actual cost to complete the project;

On going analysis and mortgage management by. Commercial Lending Department
is performed on loans, this includes on draw downs;
Additional development loan procedures are required throughout the development

stages of the loan to ensure the development is adequately monitored; and

A tripartite agreement will be put into place between the RE and Custodian, the
borrower and the builder (where appropriate).

Loan variations and rollovers

Loan variations or rollovers must be approved by the Credit Committee., A synopsis is
prepared and the variation or rollover is presented to a Credit Committee meeting. If
approved by the Credit Committee, the legal department documents the variation or
rollover and completes a check list. The essential loan terms are reviewed and then legal
documentation is issued. The checklist is signed by the preparer and reviewed by the
legal department team leader.

An updated valuation will generally be required where a loan term is extended or a loan
is otherwise varied. The requirement for an updated valuation may be waived where the
RE considers that an updated valuation would serve no useful purpose.

LM First Mortgage Income Fund ARSN 0892 343 288
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To ensure

Scheme
Property are valued at
regular intervals
appropriate to the nature
of the asset,

28. Valuation Policy — Mortgage Lending

Risk Addressed

Inaccurate valuations
are performed on

Scheme Property
which may be of
disadvantage to

investors’ interests.

‘Comphance Measures

Individual Scheme property is valued prior to settlement of each transaction. Valun'ons
relied upon must have been conducted no earlier than three months prior to the date of
- settlement of any mortgage loan.

Valuations may only be carried out by panel valuers. Refer to sub- heading - Panel Valuers
under this heading for details.

Appropriate instructions must be given to the valuer having regard to the type of valuation
required i.e. “asis” or “on completion™.

The vatuer must certify they are independent of both the borrower and security property.

The RE does not accept valnations performed on the instruction of borrowers. The RE
requires that valuations be provided on the RE’s instructions, or that valuers confirm that
their valuations adhere to the RE’s requirements.

The Commercial Lending Department, in accordance with the valuation review guidelines, is
responsible for the review of all valuations. Unresolved issues arising from the review must
be referred to an Executive Director for discussion and determination.

‘Where appropriate, the Commercial Lending Department obtains an independent property
report from two real estate agents, or an alternate valuer’s report, whose normal trade area
encormpasses the property being valued.

Original valuation reports are retained in the file established for each investment proposal.
They may also be imaged and stored on the computer network maintained by the RE.

The RE has documented valuation review procedures for guidance on each valuation.

An updated valuation will generally be required where a loan term is extended or a loan is
otherwise varied. An updated valuation will also generally be required for commercial loans
at 24 month intervals and construction loans at 12 month intervals, The requirements for an
updated valuation may be waived where the RE considers that an updated valuation would
serve no useful purpose.

REpan bl

Checked by

Commercial
Lending for each
valuation.

Valuation details are
reported  to  an
Internal Director
prior to final
settlement.
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—

To ensure all Scheme
Property is appropriately
valued prior to settlement
of each transaction and
ongoing throughout the
development phase where
appropriate.

Risk Addressed

Inaccurate  valuations
are performed through
the development phase
of the project.

28. Valuation Policy — Mortgage Lending

“Compliance Measures

Developments

Separate valuations (which may be within the one valuation report) are required in relation to
“as is” and “on completion” valuations,

“as is” valuation

The “as is” valuation is the valuation figure used by the RE in calculating the initial
drawdown. The “as is” valuation is the market valuation of the property at the time of the
initial drawdown. The Loan to Value Ratio in this case must fall within the RE’s lending
criteria in relation to vacant land.

“on completion” valuation

The “on completion” value is the market value of the property at the completion of the
development.

The valuation methodology required is as follows:

e “Feasibility analysis” including demolition, sub-divisional, construction, and other
development costs, allowances for sales and marketing expenses, interest and an
allowance for profit and risk to arrive at a base value for the land. Any such analysis is
based on the premise that the development approval has or will be obtained prior to
settlement of the loan. Alternatively, the valuation must contain an adjustment for any
uncertainty attaching to the development approval process. The requirement for a
feasibility analysis may be satisfied, if appropriate, using alternate techniques such as
discounted cash flows.

e  “Gross realisation” based on comparable sales evidence for the individual components.
E.g. Houses, units, allotments etc.

The RE will reasonably assess the appropriateness of the feasibility within the valuer’s report
by comparison with cost estimates provided by a competent quantity surveyor and/or other
spegialists.

Responsibility’

Checked by '

" Commercial
Lending Department
for each
development loan.

Valuation details are
reported © to  an
Internal Director
prior to final
settlement.
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28. Valuation Policy — Mortgage Lending

Risk Addressed

Compliance Measures

The “on completion” value is the valuation figure used in the cost to complete calculations
during the development phase. The “on completion” value may be revised during the term of
development to reflect changes as approved by the RE.

Responsibility’
Checked by

To ensure appropriately Valuations are | Valuation panel The Credit
ualified valuers are on erformed b . . Committ i
?h e RE’s valuation panel. En derqualified 01, In the first instance, one of the valuers listed on the RE’s panel valuer register will provide the res;uc;lsilflz f;i
unstitable valuers thus | Services of a registered valuer to conduct the initial valuation. If the valuer chooses not be approving the
become a member of the RE’s panel the valuer must still meet The RE’s selection criteria for

may cause inaccurate

valuations.

panel valuers, The explanation why he chooses not to be a member and details of the valuer
must be taken to a Credit Conunittee meeting where the valuer must be approved by the
Credit Committee prior to acceptance of any valvations from the valuer. The valuer must
have appropriate professional indemnity insurance when performing a valuation.

Members of the valuation panel are accepted and removed in accordance with the RE’s panel

guidelines. A register of panel valuers is maintained and held with Commercial Lending
Department.

appointment of a
valuer to the panel
and/or its removal.

To ensure there is no
Conflict of interest with
valuers

Conflict of interest by
valuers.

Conflicts of interest by Valuers

Panel valuers are required to disclose any potential Conflict or interest in the subject property
or the proposed transaction concerning the subject property. This requirement is embodied in
the valuation instructions to valuers.

Generally a new valuation from another panel valuer will be required to resolve potential or
actual Conflicts of interest and any relevant disclosures to Investors made.

Disclosed or
perceived  Conflicts
of  interest are
referred to the Credit

Committee for
consent. The Credit
Conmmittee may

obtain  independent
advice.
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| Definitions -

‘Act’ means Corporations Act 2001 and includes the Corporations Regulations.

may be accepted.

‘ASIC’ means the Ausiralian Securities and Investment Commission.
‘Board' means the Board of the RE.

‘Committee’” means the Compliance Committee of the Scheme,
whether a person is an external member of a compliance Commiittee,

of the Scheme from time to time.
‘Complaint’ has the meaning given thereto in the Complaints Handling Policy.

of compliance from time to time.
time to time whether in respect of'this Scheme or not.

Committee may or may not be required to keep, which can be kept electronically.

designed to mitigate them.

compliance.
‘Conflict’ means a Conflict or potential Con{lict of interests or duty.
‘Constitution' means the Trust Deed that constitutes the Scheme.

act as Custodian on behalf of the RE.

Wholesale Client in Section 761G of the Corporations Act.

In this Compliance Plan, the following terms shall have the meanings assigned to them unless the context shall otherwise require:
‘Adviser’ means authorised representative of an Australian Financial Services Licence.

‘Arrangement’ means a written arrangement between the RE and an Investor that sets out
circumstances in which applications for interests in Registered Schemes operated by the RE

‘Committee Externality Test’ means the tests in Section 601JB of the Act for determining

‘Complaints Handling Policy’ means the policy of the RE for handling Complaints in respect

‘Compliance Procedures’ means the processes and procedures adopted by the RE in respect
‘Complianice Program’ means the systems adopted by the RE in respect of compliance from
‘Compliance Register” means a register of significant compliance documents that the

‘Compliance Risk Assessment’ means an assessment of the major compliance risks to the
operations of the Scheme that could result in losses arising from non-compliance with the Act

and the Constitution having regard to the protection of Investors' interests and of measures

‘Compliance Structure’ means the organisational structure of the RE as the RE in respect of

“‘Custodian’ means the person/s or company appointed as Custodian of Scheme Property. If
the RE appoints an external Custodian ‘Custodian’ means the external custodian appointed. If
the RE does not appoint an extemal Custodian ‘Custodian’ means the RE staff appointed to

‘Differential Fee Arrangenient® means an arrangement pursuant to CO 03/217 which provides
exemption from SG01FC (1) (d) of the Act in relation to differential fee arrangement offered
to investors investing in the Fund as a Wholesale Investor, within the meaning of

‘Director Externality Test' means the tests in Section 601JA of the Act for determining
whether a person is an external director of the RE.

‘Employee’ means a person which may include an Officer who is employed by the
RE.

‘Employee Compliance Declaration’ means a declaration to be made by each
Employee and officer of the RE concerning his or her compliance with the Plan in
such form as the Committee determines ffom time to time.

‘External Director’ means a director of the RE who is regarded as an external director
of the RE under the Director Externality Test,

‘External Member’ means a Member of the Committee who is regarded as an external
member under the Committee Externality Test.

‘Governing Documents’ means the Rules, Constitution, FSR Licence, the Compliance
Program and this Plan.

‘Investment' means an asset acquired for the producing of income or capital gain for
the owner.

‘Investor’ means a person who is a member in the Scheme.

‘IT’ means information technology.

‘Law’ means law in force in the relevant jurisdiction.

‘Licence' means appropriate financial services Licence that sets the authorisations and
conditions to provide the services.

‘LM’ means LM Investment Management Ltd, the RE,

‘Member’ means a person who is a member of a Commitiee.

‘Membership’ means membership of a Committee.

‘Officer” means a director, executive of the RE or a person who participates in making
decisions that affect the whole or a substantial part of the business of the RE.

‘Other Scheme’ means any other registered managed investment Scheme of the RE.
‘Plan’ means this Plan being a Compliance Plan adopted by the RE in respect of the
Scheme as required by Section 601HA of the Act as the same may be amended or
varied from time to time.

‘Plan Auditor' means the person who has been appointed to audit compliance with the
Plan as required by Section 601HG ofthe Act.

‘PDS’ means a product disclosure statement whereby interests in the Scheme are
offered including any supplement thereto.

‘RE’ means the Responsible Entity.

‘Regulatory Authority” means the Australian Securities and Investments Commission
and any other body having regulatory authority over the Scheme and or the RE.

LM First Mortgage Income Fund ARSN 089 343 288
LM Ipvestment Management Lid ABN 68 (377 208 461 Responsible Entity and Auslrahan Financial Services Licenses
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(a)
®)
©
(d)

(®

‘Related Party' has the meaning given to the term in Part 5C of the Act.
‘Relevant Materials’ means the Attachments to this Plan, the Governing Documents, anything
declared in the Plan to be within the term and such other documents and materials as the
Committee determines shall be within the term,
‘Responsible Entity’ means the party who is from time to time the responsible entity of the
Scheme and in the first instance shall be the RE.
‘Rule’ compliance rules forming part of the Plan.
‘Scheme’ means the registered managed investment Scheme to which this Plan applies.
‘Scheme Property’ means assets of the Scheme including but not limited to:

contributions of money or money's worth to the Scheme; and

money that forms part of the Scheme assets under the provisions of the Law; and
money borrowed or raised by the RE for the purposes of the Scheme; and

propetty acquired, directly or indirectly, with, or with the proceeds of]
contributions or money referred to in paragraph (a), (b) or (c); and

the income and property derived, directly or indirectly from contributions, money
or property referred to in paragraph (a), (b), (c) or (d);

‘Security’ in the context of loans means security in respect of a loan or am
accompanying Scheme loan over the assets of the Scheme.

‘Security property’ means any property offered by a Borrower as security for an
approved Mortgage in the Scheme.

‘Scheme Auditor' means the person who from time to time conducts the statutory
audit of the Scheme.

‘Scheme Property’ means all the property, rights and income of the Scheme

‘Service Provider’ means a company contracted by the RE to provide a service to the
Scheme.

‘Unit’ means an individual share in the beneficial interest in the Scheme as provided
in the Constitution.

LBL First Mortgage Income Fund ARSN 089 343 288
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Overview

This Conflicts Management Policy (Policy) was approved by the board of LM Investment Management
Ltd (LM) on 4 August 2005.

Section 912A(1)(aa) of the Corporations Act requires a financial services licensee to:

have in place adequate arrangements for the management of conflicts of interest that may arise
wholly, or partially, in relation to activities undertaken by the licensee or a representative of the
licensee in the provision of financial services as part of the financial services business of the
licensee or the representative

ASIC has published /PS 181] Licensing: Managing conflicts of interest as a means of explaining its
interpretation of section 912A(1)(aa) and its expectations of the arrangements to be implemented by

financial services licensees.

This Policy seeks to document the arrangements within LM for the management of conflicts of interest in
compliance with the requirements of section 912A(1)(aa) and with reference to the guidance provided by
[PS 181] Licensing: Managing conflicts of interest.

Objectives
The objectives of this Policy are to:

Adopt a best practice approach to managing conflicts;

Aim to promote in management and staff a heightened awareness of conflicts;
Assist in reducing the possibility of conflicts occurring;

Ensure that the conflicts are managed effectively; and

Demonstrate compliance with section 912A(1)(aa) Corporations Act.

DB W =

LM recognizes that conflicts management is an integral part of good management practice. LM has
therefore integrated this Policy into its everyday business practices.

Scope

This Policy applies to all of LM’s licensed activities, including LM’s operation of the following managed
mvestment schemes:

B M First Mortgage Income Fund

8 LM Wholesale First Mortgage Income Fund

LM Cash Performance Fund

LM Protected Cash Performance Fund

LM Currency Protected Australian Income Fund

- LM Institutional Currency Protected Australian Income Fund
® M Australian Income Fund — Currency Protected

LM Australian Alif Fund
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Policy Development Process

This Policy was developed by undertaking the following tasks:

B Reviewing relevant ASIC publications (primarily /PS 181] Licensing: Managing conflicts of
interest),

B Defining “conflicts” for the purposes of the Policy;

Documenting existing conflicts management practices;

Reviewing and where necessary changing those practices;

Identifying conflicts likely to arise in the conduct of LM’s financial services business;

Assessing and evaluating such conflicts;

B Determining appropriate methods of dealing with such conflicts; and

g  Documenting the resulting policy in this document.

This Policy has been developed by a consultative process involving relevant LM staff. It is critical that

the Policy is communicated to all LM staff and, in particular, that the likelihood and consequences of

conflicts are communicated to those staff having responsibility for the day to day management of LM’s
financial services business. Ongoing training is to be provided to LM staff in relation to this Policy.

Responsibility for managing conflicts of interest

Primary responsibility for managing conflicts lies with the Board of Directors. The Board relies on the
following to implement this Policy:

8 Compliance Committee;
Risk Manager (the Risk Manager has primary respons1b1hty for implementing this Policy);

Team Leaders;
B The Responsible Officers under the FSR licence; and

LM staff.

The Board has formally approved this Policy for implementation.
Definition of conflict

For the purposes of this Policy, a conflict may be defined as:

A situation in which the interests of people to whom LM or its representatives provide financial
services are inconsistent with, or diverge from, the interests of:

o LM or its representatives; or
© other people to whom LM or its representatives provide financial services.

(Adapted from: [PS 181] Licensing: Managing conflicts of interest)

A conflict may be actual, apparent or potential.
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How LM manages conflicts

LM manages conflicts by a 3 step process:

1. Identifying conflicts;
2. Assessing and evaluating conflicts; and
3. Taking appropriate action.

Further information regarding each step is set out below:

Identifying conflicts

The Risk Manager has primary responsibility for identifying conflicts. The Risk Manager discharges this
responsibility by:

e Continuously monitoring business activities within LM, including by attendance at committee
meetings;

e Periodically reviewing selected files and records;

o Periodically reviewing specific LM department procedures in consultation with department managers;

o Educating staff generally in relation to conflicts and the requirements of this Policy; and

e Encouraging staff to identify and report conflicts.

Team leaders also have responsibility for identifying conflicts within their departments and reporting
them to the Risk Manager. :

Assessing and evaluating conflicts

The Risk Manager has primary responsibility for assessing and evaluating conflicts. The Risk Manager
will consider each identified conflict and determine:

1. The nature of the contflict;
2. The extent of the conflict; and
3. The appropriate means of responding to the conflict.

In considering the appropriate response, the Risk Manager must have regard to the various duties that
apply at law. '

- Directors’ duties

The directors of LM have certain duties under Part 2D.1 of the Corporations Act including:

o to exercise their powers and discharge their duties with the degree and care of a reasonable person —

section 180;
o to exercise their powers and discharge their duties in good faith in the best interests of the corporation

and for a proper purpose — section 181;

e to not improperly use their position to gain advantage for themselves or someone else, or cause
detriment to the corporation — section 182; and

o to notify other directors of material personal interest when a conflict arises — section 191
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Officers’ duties

The officers of LM have duties under section 601FD(1) of the Corporations Act:

e to act honestly;

e to exercise the degree of care and diligence that a reasonable person would exercise if they were in the
officer’s position;

e to act in the best interests of members and, if there is a conflict between the member’s interest and the
interests of the responsible entity, give priority to the member’s interest;

e to not make use of information acquired through being an officer of the responsible entity in order to
gain an improper advantage for the officer or another person, or cause detriment to the members of
the scheme; ‘ '

e to not make improper use of their position as an officer to gain, directly or indirectly, an advantage of
for themselves for themselves or for any other person or to cause detriment to the members of the
scheme; and

e to take all steps that a reasonable person would take to ensure that LM complies with the
Corporations Act, LM’s AFSL conditions, the relevant constitution and the relevant compliance plan

of each LM fund.

Importantly, section 601 FD(2) states that any duty of an officer under section 601FD(1) overrides any
conflicting duty the officer has under Part 2D.1. In some cases, this may dictate a response to a conflict.

LM’s duties

As a trustee LM owes fiduciary duties to the members of the funds operated by it. The relevant fiduciary
duties imposed on LM as a trustee may be gauged by reference to the following quote from Jacob’s Law

of Trusts:

A trustee must not abuse his position by making it a means of profit or benefit to himself or to any
third party. There are two elements in the reasoning which supports the fundamental rule; the
first is the preclusion from effect upon the trustee of considerations of personal interest and is
expressed by saying that the trustee must account for benefits or gains obtained in circumstances
where there was an actual or significant possibility of conflict, between personal interest and
fiduciary duty; the second is the preclusion of the trustee from actual misuse of his position and is
expressed by saying he must account for any benefit or gain obtained or received by reason of or
by use of his fiduciary position or of opportunity or knowledge resulting from it.

This general law restriction (which generally prevents a trustee from putting itself in a position where its
duty and interest may conflict) may be excluded by a trust deed or constitution. That has been done in

relation to the funds operated by LM.

However LM must nevertheless comply with the duties set out section in sections 601FC(1) and
601FC(2) of the Corporations Act in relation to each LM fund:

e to act honestly;
e to exercise the degree of care and diligence that a reasonable person would exercise if they were in the

LM’s position;
e to act in the best interests of the members and, if there is a conflict between the members' interests and
its own interests, give priority to the members' interests;
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e to treat the members who hold interests of the same class equally and members who hold interests of
different classes fairly;

e to not make use of information acquired through being the responsible entity in order to gain an
improper advantage for itself or another person or cause detriment to the members of the scheme;

e to ensure that the scheme's constitution meets certain requirements in the Corporations Act;

e to ensure that the scheme's compliance plan meets certain requirements of the Corporations Act;

e to comply with the scheme's compliance plan;

e to ensure that scheme property is clearly identified as scheme property and held separately from
property of the responsible entity and property of any other scheme;

e to ensure that the scheme property is valued at regular intervals appropriate to the nature of the
property;

e to ensure that all payments out of the scheme property are made in accordance with the scheme's

constitution and the Corporations Act;
e to report to ASIC any breach of the Corporations Act that relates to the scheme and has had, or is
likely to have, a materially adverse effect on the interests of members as soon as practicable after it

becomes aware of the breach;

e to carry out or comply with any other duty, not inconsistent with the Corporations Act, that is
conferred on LM by the scheme's constitution; and

e to hold scheme property on trust for scheme members.

Section 601FC(3) states that any duty of LM under section 601FC(1) and 601FC(2) overrides any
conflicting duty an officer or employee has under Part 2D.1 of the Corporations Act 2001. This

overriding mechanism may dictate LM’s response to a conflict.

Related party transactions

It is possible that circumstances giving rise to a conflict of interest may involve a related party
transaction. Where this is so, LM may need to comply with the provisions relating to related party
transactions set out in Chapter 2E of the Corporations Act and as modified by Part 5C.7 in respect of a

registered scheme.

Under the Corporations Act, a related party transaction is generally a transaction between a public
company such as LM and a related party of LM, which involves the giving of a financial benefit to the
related party. A related party includes a director of LM, a spouse, parent, or child of a director, an entity
controlled by any of those persons or, if LM is controlled by an entity that is not a body corporate, each of
the persons making up that controlling entity.

Where necessary, professional legal advice should be sought in relation to the application of Chapter 2E
and Part 5C.7 and the procedures which are required to be undertaken.

Taking appropriate action

The Risk Manager has primary responsibility for undertaking appropriate action in relation to a conflict.
The action taken will depend on the circumstances. As indicated above it may be necessary to:

1. avoid a conflict;
2. disclose a conflict; or
3. control a conflict.
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Where there is doubt about what action to take to resolve a conflict, the Risk Manager will consult with
LM’s external lawyers and/or the Compliance Committee and/or the Board.

Avoiding conflicts

Aﬁy person who is involved in deciding an appropriate action to take where a conflict of interest arises
(including the Risk Manager or any member of the Compliance Committee or the Board) must not be
significantly affected by the conflict themselves.

As indicated above, the appropriate way of dealing with a conflict will depend on the circumstances.
Sometimes the nature of a conflict may be so serious that the conflict must be avoided. In such a case
LM must decline to provide the relevant financial service or to enter into the relevant transaction.

Disclosing conflicts

Disclosure is another possible way of dealing with a conflict. The mechanism by which disclosure

(where it is appropriate) works to deal with a conflict is that it can demonstrate informed consent to the
conflict. In the context of financial services, disclosure helps the client assess the service they are being
offered in light of the licensee’s interests and decide whether or not they will rely on the service on that

basis.
To be éffective, disclosure should:

1. be timely, prominent, specific and meaningful to the client;
occur before or when the relevant financial service is provided, or the relevant transaction is entered
into, but in any case allow the client sufficient opportunity to assess its effect; and

3. refer to the specific service or the specific relevant transaction to which the conflict relates.

Disclosures may be given orally or in writing. For record keeping purposes, it is strongly recommended
that disclosures be given in writing. Disclosures must comply with all relevant legislation, including the

Corporations Act.

Controlling conflicts

There are many possible ways in which conflicts may be controlled. Whatever control is put in place, it
must be sufficient to ensure that LM’s duties are carried out in a transparent way. For example, it may be
appropriate to control a conflict arising from a related party transaction by ensuring that the transaction is
entered into on arm’s length terms. This may be done by means of an independent valuation.

Structural arrangements to manage conflicts

Flat management structure

LM has a flat management structure. This sﬁfucture supports the management of conflicts by ensuring a
wide dissemination of information about LM’s business activities throughout the company. It is
considered that conflicts are more likely to be recognized and acted on if staff know what is happening

within LM’s different departments.
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Roles of specific committees
The following structural arrangements are in place to manage conflicts:

e All loan applications are considered by a Credit Committee. This reduces the likelihood of the
interests of prospective borrowers being preferred over the interests of fund investors.

o All defaults are managed through a Arrears Management Committee. This reduces the likelihood of
the interests of defaulting borrowers being preferred over the interests of fund investors.

e Fund investments are managed by the Funds Committee. This reduces the likelihood of the interests
of borrowers or fund investors being preferred over the interests of other fund investors.

e Related party dealings must be dealt with by the Compliance Committee as required by the
Compliance Plan. This reduces the likelihood of the interests of related parties being preferred over
the interests of fund investors.

Staff training

All LM staff receive training in relation to conflicts, at least once a year. The purpose of the training is
to:

define conflicts;

provide examples of conflicts that arise in practice;

enable staff to identify conflicts;

describe how LM manages conflicts; and

e encourage staff to report conflicts to their Team Leader or to the Risk Manger.

®@ & e
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Documentation and record keeping

Adequate records will be kept to demonstrate adherence to this Policy. The following records will be
kept for at least 7 years, including records showing what LM has actually done to monitor compliance

with this policy:

1. conflicts identified and action taken (these records will be kept by the Risk Manager in the form of a

Conflicts Register);
2. reports given to the Compliance Committee, the Board or the Senior Executive Committee relating to

conflicts (these records will be kept by the Risk Manager in a suitable form); and

3. copies of written conflict disclosures given to clients or to the public (these records will usually form
part of the company’s general business records - eg copies of previous PDS documents - or will
otherwise be kept by the Risk Manager in a suitable form).

The Risk Manager reports to the Compliance Committee and the Board on a regular basis (at each

Compliance Committee and Board meeting or more frequently if required) in relation to identified
conflicts and how they are dealt with. The Compliance Committee and the Board monitor conflicts by

reference to these reports. ~

Review of this Policy

Internal review
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This Policy is to be subject to internal review at least once a year, or more frequently where required.
The Risk Manager is responsible for conducting the internal review.

External review

This Policy is to be subject to external review at least once a year. The reviewer may be LM’s auditor or
LM’s external lawyers. The Risk Manager is responsible for procuring the external review.
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Conflicts of interest table
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NB: This table is intended to record conflicts that may arise or have arisen in the course of LM’s financial services business. It is envisaged
that the table will be supplemented with examples of conflicts as and when they are recognized by the Risk Manager or other members of
staff or as and when they arise in practice. Therefore the table should net be considered a definitive analysis of all conflicts that may

arise.
Activity Nature of possible conflict Method of control
Loan fees Preferring own interests over interests of fund

mvestors

Disclosure/committee approval for individual
transactions

Insurance requirements on loans

Preferring own interests to interests of fund
investors ‘

Disclosure

Investments by staff/friends or relatives of
staff

Staff preferring own interests/interests of
friends or relatives over mterests of fund
investors

Monitor staff investments/committee
approval in accordance with Compliance
Plan/ educate staff regarding need to treat all
fund investors equally

Investments between funds

Preferring own interests over interests of fund
investors

Disclosure/committee-approval in accordance
with Compliance Plan

Loan default management

Prefer interests of borrower over interests of
fund investors

Commuittee approval for default action

Loans to related entities

Preferring interests of related entity over
interests of fund investors

Disclosure/committee approval for all loans

Loans between funds

Preferring interests of one fund over the other

Disclosure/committee approval for all loans

Provision of services by related entity

Preferring interests of related entity over
interests of fund investors

Disclosure/committee approval in accordance
with Compliance Plan

Sale or purchase of property from related
entity

Preferring interests of related entity over
interests of fund investors

Sale or purchase considered by Board




FIVHT . UO%. UV L.Uuus Uuu

»‘."i

N PR

From: Grant Fischer

Sent: Tuesday, 17 February 2009 4:25 PM
To: 'Rebecca.Burrows@au.ey.com'

Cc: David Monaghan; Lisa Darcy
Subject: MPF Assigned loans and MIF PDS

Hi Bec

Spoke with David about the loans as per your call today.
We have classified this charge as a receivable to the fund rather than an investment. Investments of the MIF have to

be first mortgages as represented in the PDS.
This is therefore a receivable created on-assignment of an investment (first mortgage) secured by a charge.

Itis better outlined in the first paragraph attached in the response to Mr Trudgeon.

,

Letter to Mr
:obert Trudgeon.d.

Grant Fischer

Chief Financial Officer

LM Investment Management Lid
Phone: (07) 5584 4500

Fax:  (07) 5592 2505

Email: dfischer@LMaustralia.com

Visit Qur Website: www.LMaustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for the use of the recipient to
whom it is addressed. If you are not the intended recipient or the person responsible for delivering this e-mail to the
intended recipient, you are advised that any use, dissemination, forwarding, printing, or copying of this e-mail and any
file attachments is strictly prohibited. if you have received this e-mail in error, you must destroy the originai
transmission and any attachments and immediately notify the sender by reply e-mail.
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Mr R Trudgeon
28 Windsor Road
CRONULLA NSW 2230

10 February 2009

Dear Mr Trudgeon

RE YOUR LETTERS DATED 26 JANUARY 2009 and 31 JANUARY 2009 (2
LETTERS) .

We refer to your 3 letters above.

We wrote to you on 3 February 2009 advising that we would be sending all investors
an update regarding the fund within the next couple of weeks. That update will
provide general information which responds to some of your questions. Not all of
your questions will be answered by the update, so we have provided additional
specific answers in this letter.

Your letter dated 26 January 2009

1. You ask whether the responsible entity is guilty of misleading or deceptive
conduct by representing that it only invests in first registered mortgages, given
that it has assigned 3 first registered mortgages to the LM Managed Performance
Fund. We are firmly of the view that the responsible entity is not guilty of
misleading or deceptive conduct in this or any other respect. The responsible
entity formed the view that the best way to deal with the mortgages in question
was to assign them. They were assigned. There was a resulting receivable due
from the assignee, being the price of the mortgages assigned. That receivable was
secured by a charge over the assignee. In our view it is incorrect to characterise
the charge as an “investment”. The taking of the charge was a prudent measure
taken by the responsible entity to secure the purchase price for the assignment.

2. You ask whether the responsible entity has failed to be “responsible” by forgoing
the security of 3 registered first mortgages for a charge over the assignee. The
point you are missing is that the charge ranks ahead of other liabilities of the
assignee. In those circumstances our response is that the actions of the
responsible entity were entirely reasonable and “responsible”.

3. You ask whether the assignment of the 3 loans to a related party was inconsistent
with the representation that the fund was a first mortgage fund. There is no
inconsistency.

4. You ask various questions in relation to a guarantee given by the LM Managed
Performance Fund in favour of the LM First Mortgage Income Fund disclosed in
the SPDS issued on 28 November 2008. Our responses are as follows: The
guarantee was given because it was in the commercial interests of the LM
Managed Performance Fund to give the guarantee. The terms of the loan are
ordinary commercial terms. The guarantee is not a result of terms outside the LM

1133



[ 2T L INVES L VAVIR IR VAVAVAS A

First Mortgage Income Fund’s usual guidelines. The fund always seeks to take a
guarantee, when available, from a party with a commercial interest in a
transaction. The guarantee was given on arms length terms.

5. You ask various questions relating to the 3 related party loans disclosed in the
SPDS issued on 28 November 2008. Our responses are as follows: The June and
September 2008 loans were not made to related companies experiencing financial
difficulties. The loans were made to the LM Managed Performance Fund and to
LM MPF Developments No 1 Pty Ltd respectively. The due dates for repayment
are 1 July 2009 and 1 October 2009 respectively. The loan terms have not been
extended. The following repayments have been received for the second loan:
$631,852.63 was received on 10 October 2008 and $451,495.79 was received on
23 January 2009,

6. You note that our Mr Monaghan told you on 11 December 2008 that LM attends
to distributions to members before paying management fees. Whilst this was the
position at the time, there is no requirement for LM to pay distributions first, and
LM did not do this in January. Further information in relation to management
fees will appear in the forthcoming investor update.

7. You ask whether the fund could have been insolvent since December 2008 when,
according to you, “accounting would have indicated inability to pay January 2009
distributions”. Interest distributions are not considered to be a debt of the fund.
The fund is not insolvent and was not insolvent in December 2008.

8. You ask whether the responsible entity made any payment during December 2008
or January 2009 when it could have been insolvent. The responsible entity was
not and is not insolvent.

9. You ask whether the responsible entity was in breach of the fund’s constitution by
not making December’s interest payment by 14 January 2009. The constitution
requires that distributable income be paid within 21 days of the end of each
distribution period. The latest interest payments were made on or about 28
January 2009, some 7 days late.

10. You have asked whether the responsible entity is in breach of section 173(3) of
the Corporations Act by not providing a computer disc detailing the members’
register in response to your request for same. We have responded to this question
previously. You have failed to satisfy us concerning your proposed use of the
computer disc. The responsible entity is not in breach of the section.

Your shorter letter dated 31 January 2009

1. You ask why the portfolio update dated 31 October 2008 did not refer to the
charge referred to in paragraph 1 under the previous heading above. The charge
was only lodged for registration on 27 October 2008. In any event, we disclosed
it in the SPDS issued on 28 November 2008. In our opinion, that was the
appropriate place in which to disclose it.
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2. You ask whether the failure to refer to the charge in the 31 October 2008 update
was misleading or deceptive. It was not.

3. You ask some questions relevant only if the charge was created after 31 October
2008. There is no need to answer these questions.

Your longer letter dated 31 January 2008

1. You ask whether January interest was paid by way of additional funds borrowed
from the Commonwealth Bank. We assume you are referring to December
interest, which was paid in January. It was not paid by way of additional funds
from the Commonwealth Bank.

2. You ask whether borrowing from the Commonwealth Bank is the means by which
the responsible entity has funds available to pay its management fees. It is not.

3. You ask why the interest rate payable to members is to be reduced by 1%. The
rate has been determined by reference to the position of the fund overall.

4. You ask for an explanation of the basis on which the responsible entity’s
management fees are calculated. This is explained in the PDS. The forthcoming
investor update will also deal with this topic.

5. You ask for confirmation that loan terms are not being renewed. How we deal
with loan terms depends on the particular circumstances of each loan. In general
we are requesting that loans be repaid upon expiry. However, as you will
appreciate, in the current financial crisis many borrowers are unable to repay or
refinance loans. In those circumstances we may extend the term of a loan on
satisfactory conditions.

6. You ask how the responsible entity “allows” LVRs of 80% or 90%. The
constitution and the PDS permit this. Furthermore, as you will appreciate, the
current financial crisis has made it difficult or impossible for many otherwise
creditworthy borrowers to repay or refinance loans. In these circumstances an
increase in some LVRs is to be expected. ‘

7. You ask whether any of the loans you have referred to are to related companies.
They are not.

8. You ask whether any of the loans you have referred to was renewed when the
LVR increased beyond 70%. In relation to this question there comes a point
where it is oppressive to require a fund manager to delve into records of past
transactions apparently just to satisfy your curiosity. We think that point has been
reached with this question. You will find disclosure of our practice with regard to
LVRs in the PDS and the SPDS which are both available on our website.

9. You ask'how frequently securities are revalued. This question is answered in the
PDS.
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10. You have requested copies of the fund’s constitutions and compliance plans for
the past 5 years. The current constitution has been provided to you. We are
unaware of any obligation for us to provide the balance of the documents you

have requested.

Finally, we wish to say something of a general nature about your repeated requests
and letters to us. We acknowledge that members of the fund will occasionally have
questions for us outside of the extensive disclosure that we already provide, including
through the PDS, any relevant SPDS and our website. We are happy to respond to
those questions provided they are reasonable and not oppressive in nature. However,
we are not happy to respond to repeated requests of an unreasonable nature which do
not appear to have any sensible purpose. Your longer letter of 31 January 2009 in
particular appears to us to be in that category. Please note that we do not intend to
respond to further correspondence of that nature.

We also wish to say something about the threats contained in your 2 letters of 31
January 2009. Such threats are unnecessary and inappropriate. They will not result
in us dealing with your correspondence any more quickly.

Yours faithfully
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From: Shelley Chalmers

Sent: Monday, 18 July 2010 11:56 AM

To: 303 Commercial Lending

Subject: Notes from Asset Management Meeting 14.7.10

Folks notes of last week's meeting
| have highlighted matters for immediate action.

If there are any points | have not included please let me know.

Asset Mment list
of loans.xls

Shelley Chalmers

Commercial Lending

LM Investment Management Lid
Phone: (07) 5584 4500

Fax:  (07) 5592 2505

Email: schalmers@l Maustralia.com
Visit Our Website: www.| Maustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for the use of the recipient to
whom it is addressed. If you are not the intended recipient or the person responsible for delivering this e-mail to the
intended recipient, you are advised that any use, dissemination, forwarding, printing, or copying of this e-mail and any
file attachments is strictly prohibited. If you have received this e-mail in error, you must destroy the original

transmission and any attachments and immediately notify the sender by reply e-mail.
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AIFCP construction Debt facility
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Deal vith them tagether if possible. .
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At A0 GO synonuls récendy clroniatod for  estinsiin gnd for LM1S rectul constructian koan,
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Stage 2 defefred.
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s e b B0 Teasiys ekt 1 el Wi § N Dbentir) B ke DG 1440 « :
M ko ke 48 GO ekianainad 0 b ey et iy Torded ¥
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234G |Couller Developments B, DB April 2010 work compiste - GG dus any day. Gaveat issues with former bulder, ¥ 11,460,175.36 | Yes. UDLE siated  |WA Ferh Perth Other Residental RAR-QI |22 TG0 7B {HREFT AREF 24 30/9/2010
. borrower gelting advice. Presales have been terminated due to lenglh of ime 1o settle,
fitigation between builder and borrower currently before the Gourts re Gaveat on Title
with some determination expecied in the next fewweeks 14.7.10 Proceedto
completion with new tullder, it caveal, get itles
2163 |Eden Apadments Pty Lid ND. OB Some units leased, ingome from rental being received into Conlroker Account, one $ 2254661618 | § 21.054.884.03 | Oniginafy cons, Wa Pesth Perth Other Residentiat Average 23 TTUH1 80405 [ARERT HREF! 24 1/9/2008
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From: ‘ Simon Tickner

Sent: Tuesday, 17 August 2010 8:34 AM
To: Grant Fischer

Ce: Lisa Darcy

Subject: FW: Bellpac Rates

Attachments: 20100806191938516.pdf

Grant

This is for payment of outstanding rates for Bellpac

As MPF is funding the ongoing costs of the action against Gujarat | presume we should consider MPF funding this
cost.

Have we documented an agreement between MIF and MPF for the litigation funding? if not | think we should formalise
as soon as practical.

Simon

From: Adrien Armes

Sent: Monday, 16 August 2010 2:22 PM

To: Simon Tickner

Cc: David Monaghan (Monaghan Lawyers); Amy Duke; Ann McCallum; Fiona Draney
Subject: Bellpac Rates

Simon

The rates as attached can be paid off by instaiments as follows :

Payment By [Payment By

Nofice 31/8/2010  [30/11/2010
0643564 Arrears $279,027.87 P ‘
Instaiment $ 67,784.22 |$ 67,784.22
2116072 Arears $ 314421 |
Instalment $ 184.35 $ 184.20
~ Total $350,140.65 |$ 67,968.42

If you want to reduce the payments | will have to ring them and see what can be arranged.
Thanks

Adrien Armes

Arrears Manager

LM Investment Management Ltd

Phone: (07) 5584 4500

Fax: (07)5538 1965

Email: adrien@LMaustralia.com

Visit Our Website: www.l Maustralia.com
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From: Grant Fischer [gfischer@Imaustralia.com]
Sent: Wednesday, 18 August 2010 10:17 AM
To: Simon Tickner
Cc: Lisa Darcy; David Monaghan; Shelley Chalmers
Subject: RE: Bellpac Rates

Hi Simon - | don't think we do have an agreement on lit funding.
I have copied David to see if we can draw up for the file.

From: Simon Tickner

Sent: Tuesday, 17 August 2010 8:34 AM
To: Grant Fischer

Cc: Lisa Darcy

Subject: FW: Bellpac Rates

Grant
This is for payment of outstanding rates for Bellpac

As MPF is funding the ongoing costs of the action against Gujarat | presume we shoulid consider MPF funding this
cost.

Have we documented an agreement between MIF and MPF for the litigation funding? If not | think we should formalise
as soon as practical.

Simon

From: Adrien Armes

Sent: Monday, 16 August 2010 2:22 PM

To: Simon Tickner

Cc: David Monaghan (Monaghan Lawyers); Amy Duke; Ann McCallum; Fiona Draney

Subject: Bellpac Rates

Simon

The rates as attached can be paid off by instalments as follows :

Payment By ‘- {Payment By

Notice 31/8/2010  [30/11/2010
0643564 Arrears $279,027.87

Instalment $.67,784.22 |$ 67,784.22
2116072 Arrears $3144.21

Instaiment $ 184.35 1$ 184.20
Total ) $350,14065 |$ 67,968.42

If you want to reduce the payments | will have to ring them and see what can be arranged.
Thanks

Adrien Armes

Arrears Manager

LM Investment Management Ltd
Phone: (07) 5584 4500
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Fax: (07) 5538 1965
Email: adrien@LMaustralia.com
Visit Qur Website: www.LMaustralia.com

Scanned by the Netbox from Netbox Blue
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From: David Monaghan

Sent: Friday, 20 August 2010 9:29 AM
To: Grant Fischer; Simon Tickner
Cc: Lisa Darcy; Shelley Chalmers
Subject: RE: Bellpac Rates

Follow Up Flag: Follow up

Flag Status: Flagged

Grant and Simon

| am not sure that an agreement is necessary. As | understand it MPF is funding the various proceedings at present
because as second mortgagee it has the most interest in achieving a good outcome. | think that is sufficient
justification for it to continue to provide funding at this time.

David Monaghan

Principal

Monaghan Lawyers

Level 4, 9 Beach Road
Surfers Paradise, Qld 4217
Phone (07) 5584 4500

Fax (07) 5538 1965
Email: dmonaghan@monaghanlawyers.com.au

Liability limited by a scheme approved under professional standards legislation.

From: Grant Fischer [mailto:gfischer@imaustralia.com]
Sent: Wednesday, 18 August 2010 10:17 AM

To: Simon Tickner

Cc: Lisa Darcy; David Monaghan; Shelley Chalmers
Subject: RE: Bellpac Rates

Hi Simon - | don't think we do have an agreement on lit funding.
| have copied David to see if we can draw up for the file.

From: Simon Tickner

Sent: Tuesday, 17 August 2010 8:34 AM
To: Grant Fischer

Cc: Lisa Darcy

Subject: FW: Bellpac Rates

Grant
This is for payment of outstanding rates for Bellpac

As MPF is funding the ongoing costs of the action against Gujarat | presume we should consider MPF funding this
cost.

Have we documented an agreement between MIF and MPF for the litigation funding? If not | think we shouid formalise
as soon as practical. ‘

Simon
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From: Adrien Armes

Sent: Monday, 16 August 2010 2:22 PM

To: Simon Tickner

Cc: David Monaghan (Monaghan Lawyers); Amy Duke; Ann McCallum; Fiona Draney
Subject: Bellpac Rates

Simon

The rates as attached can be paid off by instalments as follows :

, Payment By |PaymentBy
Notice 31/8/2010  [30/11/2010

0643564 Arrears $279,02787 |
Instaiment $ 67,784.22 |$ 67,784.22

2116072 Arrears $ 314421

instalment  |§  184.35 |§ 18420
Total $350,140.65 |$ 67,968.42 |

If you want to reduce the payments | will have to ring them and see what can be arranged.

Thanks

Adrien Armes

Arrears Manager

LM Investment Management Ltd

Phone: (07) 5584 4500

Fax: (07) 5538 1965

Email: adrien@LMaustralia.com

Visit Our Website: www.l_Maustralia.com

Scanned by the Netbox from Netbox Blue
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From: Ann McCallum

Sent: Friday, 20 August 2010 12:24 PM

To: Matthew Batcheldor; Greg McDonald
Cc: Simon Tickner; Lisa Darcy

Subject: FW: Funding by MPF

Matt / Greg

See below.

Matt. as discussed, can u please put together a cash flow of funds needed for Kingopen and Greystanes. | think you
will need to distinguish between holding costs and development costs, MIF interest. Simon would like this before any

agreement between MPF and MIF is decided.

Greg, at the moment | believe all rates etc on AllS and Bushland Beach are paid by MPF. MPF is funding interest on
MIF loan for AHIS but interest is accumulating on the MIF Bushland Beach loan. We wili also need development

cashflows on these 2 loans in due course to look at funding requirements.
Bellpac costs of litigation are being funded by MPF. A decision needs to be made re holding cost rates etc. Fiona tells

me that Grant has Land Tax on his list to pay from MPF by end of September ($103,501) and rates to 30/6/11 are
payable by instalments of $350,141 by 31/8 with further instalments of $68K due in November, Feb 2011 and May

2011,

Happy to discuss.

Ann
From: Ann McCallum

Sent: Friday, 20 August 2010 9:04 AM
To: Simon Tickner

Ce: Lisa Darcy

Subject: Funding by MPF

Simon

The loans we had earmarked to be potentially funded (wholly/partially) by MPF are:
® Belipac

o  Greystanes

e AlIS

e Bushland Beach

o  Kingopen

We have some holding costs (rates etc) to pay now. Can we please have some direction on payments as the DB
agreement requires all rates etc to be paid by the due date. Due by 31/8 is Bellpac $350,140 and Greystanes

$100,160.

Ta

Ann McCallum

Commercial Lending

LM Investment Management Lid
Phone: (07) 5584 4500

Fax: (07)5538 1965

Email; amccallum@LMaustralia.com
Visit Our Website: www.LMaustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for the use of the recipient to
whom it is addressed. If you are not the intended recipient or the person responsible for delivering this e-mail to the
intended recipient, you are advised that any. use, dissemination, forwarding, printing, or copying of this e-mail and any
* file attachments is strictly prohibited. If you have received this e-mail in error, you must destroy the original
transmission a nd any attachments and immediately notify the sender by reply e-mail.
/

U
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From: Simon Tickner

Sent: Wednesday, 25 August 2010 12:16 PM

To: Eghard van der Hoven; Peter Drake; Lisa Darcy
Subject: Fw: Bellpac - Rates account # 0643564 and 2116072
Attachments: 20100806191938516.pdf

As discussed recently we need to determine the funding of rates for Bellpac If MIF funds
them it has to be under terms of the DB agreement where they must be paid in full by end
September If MPF decides to fund them it can enter the payment plan below at around 138k

per quarter

If MPF funds then it will allow MIF cash to return guicker to a position where we have
access to unrestricted cash and less reliant on MPF for fees. First payment due by 31

august

I think this may be the best solution and if so we should include this in an interfund
agreement

Your thoughts

————— Original Message =-----

From: Adrien Armes

To: Simon Tickner; Ann McCallum; Fiona Draney; Shelley Chalmers
Cc: Grant Fischer; David Monaghan (Monaghan Lawyers)

Sent: Wed Aug 25 10:04:30 2010

Subject: Bellpac - Rates account # 0643564 and 2116072

Hi Simon

With regard to the above, as requested I rang the council to make an arrangement to pay
off the rates totalling $554,046.90, the only arrangement they would make was if we paid
the total amount owing before the next rates notice was issued which is 1/7/2011 for the
period 2011 - 2012. We agreed to the following arrangement and the Council's written
agreement is in the email below.

The arrangement is for us to pay off the rates in 4 instalments commencing 31/8/2010 with
the final instalment on 31/5/2011.

1st payment due 31/8/201@
Full payment of account 2116072 for $3,881.16
1 instalment of account 643564 for $137,541.12

Future instalments

2nd Instalment 30/11/2010 $137,541.12
3rd instalment 28/2/2011 $137,541.12
4th instalment 31/5/2011 $137,541.12

I assume this will be paid via MPF ?

Adrien Armes

Arrears Manager

Property Asset Management

LM Investment Management Ltd

Phone: (07) 5584 4500

Fax: (87) 5538 1965

Mobile: 0419 647 283

Email: adrien@LMaustralia.com

Visit Our Website: www.LMaustralia.com <http://www.lmaustralia.com/>
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From: Val Kucelj [mailto:VKucelj@wollongong.nsw.gov.au]
Sent: Wednesday, 25 August 2010 9:53 AM

To: Adrien Armes )
Subject: RE: Rates account # 0643564 and 2116072

Good morning Adrien

Thank you for your email and I confirm acceptance of your payment arrangement detailed
below and look forward to receiving the first instalment on 31 August 2010.

Please do not hesitate to contact me by telephone /email if you have any further
enquiries.

Regards

Val Kucelj

Senior Debt Recovery Officer
Wollongong City Council

41 Burelli Street

Wollongong NSW 2500

T: 02 4227 7123

F: 02 4226 9836

E: vkuceli@wollongong.nsw.gov.au

From: Adrien Armes [mailto:adrien@lmaustralia.com]
Sent: Tuesday, 24 August 2010 4:40

To: Val Kucelj
Subject: Rates account # 0643564 and 2116072

Dear Val

With regard to the above and to our telephone discussion of today, we hereby request you
agree to the following payment arrangement

Rate A/c 2116072
$3,881.16  Paid by 31/8/201@
Rate a/c 0643564

$137,541.12  paid by  31/@8/2010
$137,541.12  paid by  30/11/2010
$137,541.12  paid by  28/82/2011
$137,541.12  paid by  31/05/2011

Upon- confirmation from you that this is acceptable I will arrangé for the 1st instalment
to be made.

King regards & appreciation.

Adrien Armes

Arrears Manager

Property Asset Management

LM Investment Management Ltd
Phone: (©7) 5584 4500

Fax: (@7) 5538 1965
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Mobile: ©419 647 283
Email: adrien@LMaustralia.com
Visit Our Website: www.lLMaustralia.com <http://www.lmaustralia.com/>

Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>

This email, including attachments, is intended for the recipient only. The email may
contain confidential or privileged information or be subject to copyright. If you are not
the intended recipient you must not disclose, copy or use any part of the e-mail. Any
opinion stated in this e-mail is not the opinion of Wollongong City Council unless stated
or apparent from its contents. Wollongong City Council believes this e-mail to be free of
virus or defect however the recipient is responsible to ensure it is virus-free.

If you receive this e-mail in error, please notify the sender and delete the e-mail
immediately.

Wollongong City Council respects your privacy and our Privacy Management Plan is located
at: www.wollongong.nsw.gov.au

Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>
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From: Simon Tickner [STickner@lmaustralia.com]
Sent: Tuesday, 31 August 2010 3:49 PM
To: David Monaghan
Subject: RE: Bellpac - Rates account # 0643564 and 2116072
Follow Up Flag: Follow up
Flag Status: Flagged
David

One of the reasons for an agreement may be to satisfy DB that FMIF is not required to pay
outstanding sums as their facility requires FMIF to ensure all such charges ‘are up to
date. A formal agreement would make that easier. Would there be any disadvantage in having

" it documented?

————— Original Message-----
From: David Monaghan [mailto:dmonaghan@monaghanlawyers.com.au]
Sent: Tuesday, 31 August 201@ 3:44 PM

To: Simon Tickner
Subject: RE: Bellpac - Rates account # 0643564 and 2116072

Simon

There is no agreement in place. I do not believe that an agreement is necessary, as it is
simply a situation of MPF as the second mortgagee, who has the most to lose, paying legal
costs, and in this case council rates. I do not think it requires an agreement. It will
be a proper cost for MPF to add to its debt. It will rank behind MIF's debt.

Let me know if you had any particular purpose in mind for an agreement.

David Monaghan

Principal

Monaghan Lawyers

Level 4, 9 Beach Road

Surfers Paradise, Qld 4217

Phone (©7) 5584 4500

Fax (87) 5538 1965

Email: dmonaghan@monaghanlawyers.com.au

Liability limited by a scheme approved under professional standards legislation.

————— Original Message-----
From: Simon Tickner [mailto:STickner@lmaustralia.com]
Sent: Monday, 3@ August 2010 9:34 AM

To: David Monaghan
Subject: FW: Bellpac - Rates account # 0643564 and 2116072

David

Can we amend any agreement we have in place for MPF to assist with litigation costs on
Bellpac to also cover Statutory Charges as per payment to be made below.

Many thanks

Simon

-———— Original Message-----

From: Simon Tickner ;

Sent: Monday, 3@ August 2010 9:33 AM
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To: Adrien Armes
Subject: FW: Bellpac - Rates account # 0643564 and 2116072

MPF draw for the 1st instalment

————— Original Message-----

From: Eghard van der Hoven

Sent: Monday, 30 August 2010 9:33 AM

To: Simon Tickner

Subject: RE: Bellpac - Rates account # 0643564 and 2116072

Can go

Eghard van der Hoven
Executive Director/ Portfolio Manager
LM Investment Management Ltd

" Phone: (87) 5584 4500
Fax: (©7) 5592 2505
Email: evanderhoven@LMaustralia.com

Visit Our Website: www,LMaustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for
the use of the recipient to whom it is addressed. If you are not the intended recipient or
the person responsible for delivering this e-mail to the intended recipient, you are
advised that any use, dissemination, forwarding, printing, or copying of this e-mail and
any file attachments is strictly prohibited. If you have received this e-mail in error,
you must destroy the original transmission and any attachments and immediately notify the
sender by reply e-mail. o

- Original Message——;——
From: Simon Tickner
Sent: Monday, 30 August 2010 9:30 AM

To: Eghard van der Hoven
Subject: Fw: Bellpac - Rates account # 0643564 and 2116072

Can this go tomorrow?

————— Original Message -----

From: Lisa Darcy A
To: Simon Tickner; Eghard van der Hoven; Peter Drake

Sent: Wed Aug 25 12:37:02 2010
Subject: Re: Bellpac - Rates account # 0643564 and 2116072

Agree with this mpf cash permitting lisa Lisa Darcy LMIM Ltd

----- Original Message -----

From: Simon Tickner

To: Eghard van der Hoven; Peter Drake; Lisa Darcy

Sent: Wed Aug 25 12:16:19 2010

Subject: Fw: Bellpac - Rates account # 0643564 and 2116072

As discussed recently we need to determine the funding of rates for Bellpac If MIF funds
them it has to be under terms of the DB agreement where they must be paid in full by end
September If MPF decides to fund them it can enter the payment plan below at around 13@k

per quarter

If MPF funds then it will allow MIF cash to return quicker to a position where we have

1151



LA U R VAV VA RIS PR AVEVAV A A S

access to unrestricted cash and less reliant on MPF for fees. First payment due by 31
august '

I think this may be the best solution and if so we should include this in an interfund
agreement

Your thoughts

————— Original Message -----

From: Adrien Armes

To: Simon Tickner; Ann McCallum; Fiona Draney; Shelley Chalmers
Cc: Grant Fischer; David Monaghan (Monaghan Lawyers)

Sent: Wed Aug 25 10:04:30 2010

Subject: Bellpac - Rates account # 0643564 and 2116072

Hi Simon

With regard to the above, as requested I rang the council to make an arrangement to pay
off the rates totalling $554,046.90, the only arrangement they would make was if we paid
the total amount owing before the next rates notice was issued which is 1/7/2011 for the
period 2011 - 2012. We .agreed to the following arrangement and the Council's written

agreement is in the email below.

The arrangement is for us to pay off the rates in 4 instalments commencing 31/8/2010 with
the final instalment on 31/5/2011.

1st payment due 31/8/2010
Full payment of account 2116072 for $3,881.16
1 instalment of account 0643564 for $137,541.12

Future instalments

2nd Instalment 30/11/2010 $137,541.12
3rd instalment 28/2/2011 $137,541.12
4th instalment 31/5/2011 $137,541.12

I assume this will be paid via MPF ?

Adrien Armes

Arrears Manager

Property Asset Management

LM Investment Management Ltd

Phone:; (©7) 5584 4500

Fax: (e7) 5538 1965

Mobile: 0419 647 283

Email: adrien@lLMaustralia.com

Visit Our Website: www.LMaustralia.com <http://www.lmaustralia.com/>

From: Val Kucelj [mailto:VKucelj@wollongong.nsw.gov.au]
Sent: Wednesday, 25 August 2010 9:53 AM

To: Adrien Armes ,
Subject: RE: Rates account # 0643564 and 2116072

Good morning Adrien

Thank you for your email and I confirm acceptance of your payment arrangement detailed
below and look forward to receiving the first instalment on 31 August 2010.

Please do not hesitate to contact me by telephone /email if you have any further
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enquiries,
Regards

Val Kucelj

Senior Debt Recovery Officer
Wollongong City Council

41 Burelli Street

Wollongong NSW 2500

T: €2 4227 7123

F: 02 4226 9836

E: vkucelj@wollongong.nsw.gov.au

From: Adrien Armes [mailto:adrien@lmaustralia.com]
Sent: Tuesday, 24 August 2010 4:40

To: Val Kucelj
Subject: Rates account # 0643564 and 2116072

Dear Val

With regard to the above and to our telephone discussion of today, we hereby request you
agree to the following payment arrangement

Rate A/c 2116072
$3,881.16 Paid by 31/8/2018
Rate a/c 0643564

$137,541.12 paid by 31/08/2010
$137,541.12 paid by 30/11/2010
$137,541.12 paid by 28/02/2011
$137,541.12 paid by 31/05/2011

Upon confirmation from you that this is acceptable I will arrange for the 1st instalment
to be made.

King regards & appreciation.

Adrien Armes

Arrears Manager

Property Asset Management

LM Investment Management Ltd

Phone: (©7) 5584 450e

Fax: (07) 5538 1965

Mobile: 0419 647 283

Email: adrien@LMaustralia.com

Visit Our Website: www.LMaustralia.com <http://www.lmaustralia.com/>

Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>

This email, including attachments, is intended for the recipient only.
The email may contain confidential or privileged information or be subject to copyright.
If you are not the intended recipient you must not disclose, copy or use any part of the
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e-mail. Any opinion stated in this e-mail is not the opinion of Wollongong City Council
unless stated or apparent from its contents. Wollongong City Council believes this e-mail
to be free of virus or defect however the recipient is responsible to ensure it is virus-

free.

If you receive this e-mail in error, please notify the sender and delete the e-mail
immediately.

Wollongong City Council respects your privacy and our Privacy Management Plan is located
at: www.wollongong.nsw.gov.au

Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>

Scanned by the Netbox from
(http://netboxblue.com/)

Scanned by the Netbox from
(http://netboxblue.com/)

Scanned by the Netbox from
(http://netboxblue.com/)
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From: Simon Tickner [STickner@Ilmaustralia.com]
Sent: Thursday, 21 October 2010 11:52 AM
To: David Monaghan; Lisa Darcy
Cc: Peter Drake; Grant Fischer

Subject: RE: Bellpac

Thanks David

We can discuss this in detail at our meeting next Tuesday as we will also need to contemplate how and
settlement is attributable to each fund .

Simon

~ From: David Monaghan [mailto:dmonaghan@monaghanlawyers.com.au]
Sent: Thursday, 21 October 2010 11:48 AM

To: Lisa Darcy

Cc: Peter Drake; Simon Tickner; Grant Fischer

Subject: RE: Bellpac V

Lisa

Last time, ie in the 23 July 2008 restated settlement deed, Gujarat agreed to a sale price of $35M for the mining
fand. There was to be a $25M loan from LM and the balance of $10M was to be paid by way of Gujarat bonds. |am

determining the holding costs.

The feasibility for the development land is attached {from Grant). It shows an NPV of $36M. The relevant
assumptions are in tab 2 of the spreadsheet.

If LM achieved a sale of the mining land at $35M and went on to fully develop the development land in accordance
with the assumptions, | believe that means the debt would be paid in full (Grant, is this right?). However | think
ideally LM should try for a royalty payment to provide a buffer, and to provide some flexibility for dealing with the
development land. For example LM may wish to sell the development land rather than develop it.

David Monaghan
Principal
Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qld P PO Box 315 Surfers Paradise Qid 4217
T 07 5584 4550 F 07 5592 2505

Liability limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject to copyright. If you have received this email in error, confidentiality
and privilege are not waived, and you are requested not to copy or take any action in reliance on it but to notify us immediately by return e-mail and
delete the original. We do not take responsibility for any virus and all recipients should undertake their own virus checking.

Please cansidet the environment before printing this e-maii

From: Lisa Darcy {mailto:ldarcy @ LMaustralia.com]
Sent: Wednesday, 20 October 2010 6:31 PM

To: David Monaghan; Peter Drake; Simon Tickner
Subject: Re: Bellpac

Hi there - t think we should put some science around sale price if we haven't already - ie what did they agree to last
time plus holding costs is this higher or lower than 35m ?? Also do we recover the residual debt from development

feaso?? Ta lisa Lisa Darcy LMIM Ltd
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————— Original Message -—-

From: David Monaghan <dmonaghan@monaghanlawyers.com.au>
To: Peter Drake; Lisa Darcy; Simon Tickner

Sent: Wed Oct 20 16:27:55 2010

Subject: Bellpac

Peter, Lisa and Simon

Attached for your reference is a letter from Verekers Lawyers déaling with possible outcomes of the mediation.

By way of background, the existing debts are as follows (from progressive list of foans spreadsheet):

Bellpac MPF - $12.2M
Bellpac FMIF — $45.3M
GPC MPF — $9.2M

TOTAL - $66.7M

The outcome | think we should be looking to achieve is as follows:

1. “Mining Land” to be sold to Gujarat for say S35M, with first mortgage finance by LM on terms to be agreed.
Gujarat may seek to negotiate on price as they have already provided $10M in bonds to Bellpac. We are trying to
recover these bonds through the liquidator so maybe the price could be variable depending on our success. This
would be a mortgagee sale, so there are mortgagee duty issues to consider and there are subsequent mortgagees
who are unfriendly, however | think we could get a valuation to establish that $35M is the best price we could hope
to achieve. Alternatively we could structure it as a sale by the liquidator who'l believe would cooperate;

2. “Development Land” to be retained by LM as mortgagee in possession, with boundary adjustment to lot 151 to
permit development of lot 151 in conjunction with lots 1-4. Comprehensive agreement by Gujarat to support
rezoning and development. Once we have met with Wollongong Council (scheduled for 27 October) we will

hopefully have a better idea of how much this development is likely to contribute to debt repayment;

3. Royalty per tonne of coal produced to make up balance of LM debt, over say 10 year period. Alternatively
bond by Gujarat to make up balance of LM debt, or combination of royalty and bond; "

4. Comprehensive agreement by LM to support continued mining by Gujarat and not to lodge any objection to
Gujarat’s part 3A application/s.

Any sort of permutation or combination of the above may be possible.
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[ think Gujarat will start from the position that they would like to buy the land (I think they will want the whole of
the land) for valuation. In the past they have said they have a valuation at around $7M. They may be negotiable on
price for a straight purchase but | doubt whether they would go anywhere near a price that would pay out the
existing debt. However they may be prepared to give a bond for a figure somewhere close to the debt amount.

They like bonds because they don’t require them to outlay any cash.

We will need to explain to them that LM’s imperative is to make up the debt amount somehow, and a combination
such as | have suggested seems the most logical way.

Can | please have your input as | would like to give our legal team an indication of what you have in mind so they can
start to plan their approach.

David Monaghan
Principal

Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qld P PO Box 315 Surfers Paradise Qld 4217.

T 07 5584 4550 F 07 5592 2505
Liability limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject to copyright. If you have received
this email in error, confidentiality and privilege are not waived, and you are requested not to copy or take any action
in reliance on it but to notify us immediately by return e-mail and delete the original. We do not take responsibility
for any virus-and all recipients should undertake their own virus checking.

Please consider the environment before printing this e-mail.

‘Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>
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Scanned by the Netbox from
{http://netboxblue.com/)

Scanned by the Netbox from Netbox Blue

Scanned by the Netbox from Netbox Blue
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From: Simon Tickner

Sent: Thursday, 11 November 2010 5:45 PM
To: Lisa Darcy

Subject: Re: Interfund loans

rog

————— Original Message -----

From: Lisa Darcy

To: Simon Tickner; Shelley Chalmers
Cc: Ann McCallum

Sent: Thu Nov 11 17:41:48 2010
Subject: Re: Interfund loans

Hi simon I would like to be involved in this so maybe when I get back from honkers - I did
have a meeting w shell re this today lisa Lisa Darcy LMIM Ltd

————— Original Message -----
From: Simon Tickner

To: Shelley Chalmers; Lisa Darcy
Cc: Ann McCallum

Sent: Thu Nov 11 17:18:05 2010
Subject: RE: Interfund loans

Shall we schedule to meet mid next week re this. I will be back in the office Wednesday

From: Shelley Chalmers

Sent: Thursday, 11 November 2010 3:28 PM
To: Simon Tickner; Lisa Darcy

Cc: Ann McCallum

Subject: Interfund loans

Dear Simon and Lisa

I understand the Directors/ Grant have been in some discussion on MPF writing off some of
its second mortgage loans either in part or in full.

When you decide for certain what you are going to do (or if you want to have a meeting
with any of us to talk it through ) I would like to make sure that people who work on
these files know what is happening and why, have some imput if need be and we can ensure
that CC/ files/ conflict register etc are updated/noted as the case may be. From the
point of view of education for the whole department I think it would be worthwhile for

everyone to hear the logics etc.

There are some loans where the MPF loan may be being asked to make payments or
accomodations in relation to the asset (where FMIF is the 1st) and I think that people
can fall into the trap where they forget that the FMIF and MPF need to be treated
independantly and without regard to the other. There are a couple loans below, where if
MPF were an independent 2nd mortgagee and being asked to make payments and/or make
concessions, MPF might feel that it was throwing good money after bad or alternately it

might want "something in return®.

I was thinking too that as Carolyn is trying to put conflicts training into place in the
near future (early December I think) some of these loans could be good topics for
conversation at the PAM session.

The loans that I have immediate concerns with are:
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Green Square - FMIF (1st) and MPF (2nd) - possible write off?

Lot 111 - - FMIF (1st) and MPF (2nd) - possible write off?

Greystanes - FMIF (1st) and MPF (2nd) - possible write off?
Glendenning - FMIF (1st) and MPF (2nd) - possible write off?
Northshore - - FMIF (1st) and MPF (2nd) - MPF's position on funding?
Kingopen - - FMIF (1st) and MPF (2nd) - - MPF's position on funding?

Bellpac - FMIF (1st) and MPF (2nd) - holding pending the Gujarat settlement being bedded
down.

I look forward to hearing from you.

Shelley Chalmers
Property Asset Management
LM Investment Management Ltd

Phone: (87) 5584 4588
Fax: (@7) 5592 2505 ]
Email: schalmers@LMaustralia.com

Visit Our Website: www.lLMaustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for
the use of the recipient to whom it is addressed. If you are not the intended recipient or
the person responsible for delivering this e-mail to the intended recipient, you are
advised that any use, dissemination, forwarding, printing, or copying of this e-mail and
any file attachments is strictly prohibited. If you have received this e-mail in error,
you must destroy the original transmission and any attachments and immediately notify the

sender by reply e-mail.
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From: Lisa Darcy [ldarcy@LMaustralia.com]
Sent: Friday, 12 November 2010 5:15 PM
To: David Monaghan
Subject: Re: Bellpac
Follow Up Flag: Follow up
Flag Status: Flagged

Ps we should think about an agreement between mpf and mif in particular who funds
coalfields amount Lisa Darcy LMIM Ltd

————— Original Message -----

From: David Monaghan <dmonaghan@monaghanlawyers.com.au>

To: Lisa Darcy
Sent: Fri Nov 12 15:38:30 2010
Subject: FW: Bellpac

Lisa

Can you please authorise a draw for $28K from MPF on Bellpac to pay GT and allow the title
deeds to be released by Allens. I spoke with Grant about this before he went and he said
it would be OK but I didn’t receive this email before he went so hence I am asking you.

Thanks

David Monaghan
Principal

Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qld P PO Box 315 Surfers Paradise Qld 4217

T ©7 5584 4550 F 87 5592 2565
Liability limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject to
copyright. If you have received this email in error, confidentiality and privilege are
not waived, and you are requested not to copy or take any action in reliance on it but to
notify us immediately by return e-mail and delete the original. We do not take
responsibility for any virus and all recipients should undertake their own virus checking.
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Please consider the environment before printing this e-mail.

From: Trevor Pogroske [mailto:Trevor.Pogroske@au.gt.com]
Sent: Friday, 12 November 2010 2:59 PM

To: Graham Killer; David Monaghan

Cc: Tim Cossart; Jarred Erceg

Subject: Bellpac

Importance: High

Grant Thornton - Confidential Communication This email is to be read subject to the
disclaimer below.

David

Thank you for your email dated 11 November 2010.

This week we received a GST refund from the ATO of around $26,000.

Therefore, if you provide us with a deposit of $20,000 into the receivers account this
should be sufficient for us to. finalise the receivership. Our bank details are set out

below for your convenience.

Bank: National Australia Bank Limited

BSB Number: 084-004

Account Name: Bellpac Pty Ltd (Receivers and Managers Appointed)
Account Number: 89 734 4288

Once the $20,000 deposit is received from you, we will let Alf at Allens know and he can
release the title deeds to you.

In relation to our retirement as Receivers and Managers, Graham and I will probably need a
week or two to finalise the receivership. As such, if you wish to retire us before then,
we may need to remain appointed to the bank account only until everything is finalised.

Can you please confirm that the settlement deed will be executed and given effect post our
retirement, because we are mindful of our Section 4208A obligations and the fact that we
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were parties to the Court proceedings.

We have not taken any legal advice in this regard and would suggest that this matter be
considered as soon as possible.

It would probably be appropriate for that advice to be independent.
If you require anything further, please do not hesitate to contact me.
Thanks and regards

Trevor

Trevor Pogroske | Director - Specialist Advisory

Grant Thornton Australia

Level 17 | 383 Kent Street | Sydney | NSW 2080 | Australia
T +61 2 8297 2406 | D +61 2 8297 2601 | F +61 2 9299 4533

E trevor.pogroske@au.gt.com | W www.grantthornton.com.au

Please consider the environment before printing this e-mail

From: "David Monaghan"™ <dmonaghan@monaghanlawyers.com.au>

Date: 11 November 2010 4:40:18 PM AEST

To: "Graham Killer" <GKiller@grantthornton.com.au>, "Trevor Pogroske"
<Trevor.Pogroske@au.gt.com> ‘

Subject: Bellpac

Graham and Trevor

As we discussed some time ago, Allens are holding the Bellpac titles on account of
their fees. As I have already advised Trevor, we provisionally settled the Bellpac
litigation with Gujarat on Tuesday, and I need to obtain the titles as we are selling the
land to Gujarat. We are planning to sell as mortgagee in possession, so that you won’t
need to worry about s420A issues, and so we can sell through the other mortgages. We will
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therefore need to retire you.

Alf tells me Allens are still owed $25K on Bellpac. If I arrange for LM to pay you
say $35K, to cover Allens’ fees and your own fees on Bellpac (please let me know if it is
more), are you happy to confirm to Alf that he can hand the titles back to me?

Thanks

David Monaghan
Principal

Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qld P PO Box 315 Surfers Paradise Qld 4217

T @7 5584 4550 F @7 5592 2585

Liability limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject
to copyright. If you have received this email in error, confidentiality and privilege
are not waived, and you are requested not to copy or take any action in reliance on it but
to notify us immediately by return e-mail and delete the original. We do not take
responsibility for any virus and all recipients should undertake their own virus checking.

Please consider the environment before printing this e-mail.

Grant Thornton Australia Limited
ABN 41 127 556 389

DISCLAIMER

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

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd.
Grant Thornton International Ltd and the member firms are not a worldwide partnership.
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Grant Thornton Australia Limited, together with its subsidiaries and related entities,
delivers its services independently in Australia.

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

This e-mail contains privileged information intended for the use of the addressee named

above. If you are not the intended recipient of this e-mail you are hereby notified that
you must not disseminate, copy or take action in reliance upon it. If you have received

this message in error please notify the sender by return e-mail.

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

"Liability limited by a scheme approved under Professional Standards Legislation'

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd.
Grant Thornton International Ltd and the member firms are not a worldwide partnership.
Grant Thornton Australia Limited, together with its subsidiaries and related entities,
delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation.

Level 17, 383 Kent Street, Sydney NSW 2000 PO Locked Bag Q800, QVB Post Office, Sydney NSW
1230 ‘

DISCLAIMER
This email message and any related attachments are confidential and should only be read by

those persons to whom they were addressed. They may contain copyright, personal or legally
privileged information. If you are not the intended recipient of this email, any use of
this information is strictly prohibited and it must be deleted from your system. Views
expressed in this message are the views of the sender and are not necessarily views of
Grant Thornton, except where the message expressly states otherwise. Any advice contained
herein should be treated as preliminary advice only and subject to formal written
confirmation. Although this email and any attachments are believed to be free of any virus
or any other defect which may cause damage or loss, it is the responsibility of the
recipient to ensure that they are virus-free. Grant Thornton accepts no liability for any
loss or damage that may occur as a result of the transmission of this email or its

attachments to the recipient.

Scanned by the Netbox from Netbox Blue <http://netboxblue.com/>

Scanned by the Netbox from
(http://netboxblue.com/)
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From: Lisa Darcy [Idarcy@LMaustralia.com]
Sent: Monday, 22 November 2010 2:47 PM
To: David Monaghan; Eghard van der Hoven
Cc: Simon Tickner; Andrew Petrik

Subject: RE: Bellpac

Follow Up Flag: Follow up

Flag Status: Flagged

Read my mind - we need to think about some form of agrement between the two funds - alos this may go some way
to justify conflicts etc.,

From: David Monaghan [mailto:dmonaghan@monaghanlawyers.com.au]
Sent: Monday, 22 November 2010 12:46 PM '

To: Eghard van der Hoven

Cc: Lisa Darcy; Simon Tickner; Andrew Petrik

Subject: Bellpac

Eghard

Just letting you know in advance about a cash requirement. We are going to need to pay $1.3M to Coalfileds in
order to secure removal of their caveats so we can sell the Bellpac land to Gujarat. This will be required when
settlement occurs, which looks like being in about mid-December.

I assume FMIF will not have the capacity to make such a payment, so presumably this money will need to come from
MPF.

We will not get any cash from Gujarat until one month after settlement, when we will get $1M, and then 6 months
after settlement, when we get another $14.5M. Then there will be seven annual instalments of approx $7M each
commencing on 1 December 2014. We are yet to determine how these funds will be split between FMIF and MPF.

I am still trying to work out whether we will require any additional cash for adjustments (eg rates and taxes). | will
try and avoid this.

Can you please confirm that the $1.3M will be OK, otherwise | will need to work out a plan B.

David Monaghan
Principal
Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qld P PO Box 315 Surfers Paradise Qld 4217
T 07 5584 4550 F 07 5592 2505

Liability limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject to copyright. If you have received this email in error, confidentiality
and privilege are not waived, and you are requested not to copy or take any action in reliance on it but to notify us immediately by return e-mail and
delete the original. We do not take responsibility for any virus and all recipients should undertake their own virus checking.

Please sonsider the environment before printing this e-mail.

Scanned by the Netbox from Netbox Blue

Scanned by the Netbox from Netbox Blue
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From: Simon Tickner [STickner@Imaustralia.com]
Sent: Monday, 22 November 2010 2:56 PM
To: Eghard van der Hoven; David Monaghan
Cc: Lisa Darcy; Andrew Petrik
Subject: RE: Belipac
Follow Up Flag: Follow up
Flag Status: Flagged

It would be advantageous for MPF to incur the debt as well as fund the payment. It has already contributed to all the
costs of the legal proceedings which has allowed this positive outcome from mediation. In return for this MPF can
make a commercial agreement with FMIF regarding the breakdown between the Fund's of the settlement

From: Eghard van der Hoven

Sent: Monday, 22 November 2010 2:52 PM
To: David Monaghan (Monaghan Lawyers)
Cc: Lisa Darcy; Simon Tickner; Andrew Petrik
Subject: RE: Bellpac

Hi David
Just when it was safe to go back into the watert!!

We should be ok with the cash. Apart from the cash flow, which fund will incur the actual debt?

Qut of interest what is plan B?

Eghard van der Hoven

Executive Director/ Portfolio Manager
LM fnvestment Management Lid
Phone: (07) 5584 4500

Fax: (07)5592 2505

Email: evanderhoven@LMaustralia.com
Visit Our Website: www.LMaustralia.com/

This e-mail and any files transmitted with it are confidential and are intended solely for the use of the recipient to
whom it is addressed. If you are not the intended recipient or the person responsibie for delivering this e-mail to the
intended recipient, you are advised that any use, dissemination, forwarding, printing, or copying of this e-mail and any
file attachments is strictly prohibited. If you have received this e-mail in error, you must destroy the original
transmission and any attachments and immediately notify the sender by reply e-mail.

From: David Monaghan [mailto:dmonaghan@monaghanlawyers.com.au]
Sent: Monday, 22 November 2010 2:46 PM

To: Eghard van der Hoven

Cc: Lisa Darcy; Simon Tickner; Andrew Petrik

Subject: Belipac

- Eghard

Just letting you know in advance about a cash requirement. We are going to need to pay $1.3M to Coalfileds in
order to secure removal of their caveats so we can sell the Bellpac land to Gujarat. This will be required when
settlement occurs, which looks like being in about mid-December. ‘
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[ assume FMIF will not have the capacity to make such a payment, so presumably this money will need to come from
MPF.

We will not get any cash from Gujarat until one month after settlement, when we will get $1M, and then 6 months
after settlement, when we get another $14.5M. Then there will be seven annual instaiments of approx $7M each
commencing on 1 December 2014. We are yet to determine how these funds will be split between FMIF and MPF.

| am still trying to work out whether we will require any additional cash for adjustments (eg rates and taxes). | will

try and avoid this.

Can you please confirm that the $1.3M will be OK, otherwise | will need to work out a plan B.

David Monaghan
Principal
Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise QIld P PO Box 315 Surfers Paradise QId 4217
T 07 5584 4550 F 07 5592 2505

Liabitity limited by a scheme approved under professional standards legislation

This e-mail and any files sent with it may be confidential, privileged and subject to copyright. If you have received this email in error, confidentiality
and privilege are not waived, and you are requested not to copy or take any action in reliance on it but to notify us immediately by return e-mail and
delete the original. We do not take responsibility for any virus and all recipients should undertake their own virus checking.

Please consider the environment before printing this e-mail.

Scanned by the Netbox from Netbox Blue

Scanned by the Netbox from Netbox Blue
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From: David Monaghan
Sent: Wednesday, 24 November 2010 11:19 AM
To: Peter Drake (pdrake@Imaustralia.com); Lisa Darcy (ldarcy@LMaustralia.com); Eghard

van der Hoven (EVanderhoven@Imaustralia.com); Francene Mulder
(FMulder@limaustralia.com); Simon Tickner (STickner@Imaustralia.com)

Subject: Bellpac

A quick update on the Bellpac settlement:

Drafts of documents are well advanced, however it is a complex settlement and there are some issues to be

resolved so it will take a little time to resolve them all;

e  There are still some commercial matters outstanding, in particular:

o Price —there has already been some correspondence with Arun about this and we can hopefully meet
today to finalise our position and get back to him;

o Securities to be granted by Gujarat to secure the unpaid purchase price — again we can hopefully meet on
this today and finalise our position;

e At this stage we are looking to finalise the documents by early next week. There will then be an exchange, and
at that point the parties will be bound to proceed with the sale;

e At a later date (probably mid-December) settlement of the land sale will occur, at which point we will be obliged
to pay Coalfields $1.3M. We are trying to coordinate payment of Gujarat’s first S1M to LM so that this happens
on settlement and we only have to come up with $300K for Coalfields, however | think we should plan to have
the $1.3M available;

® At this stage there is every indication that Gujarat is as keen to settle as we are, and their lawyers are actively
progressing the documents;

e  We are still yet to decide on the position as between FMIF and MPF, but this probably needs to await
finalisation of the price as referred to above;

e. The last day for lodging an objection to Gujarat’s current part 3A application is next Monday, 29 November. We

have to lodge an objection by this date if we want to retain our right of appeal in relation to the application. |

would prefer to do it by this Friday to be on the safe side. It is possible that Gujarat is trying to lull us into a false
sense of security so we do not lodge an objection, with a view to then not proceeding with the settlement.

Given their past performance you would have to say this is possible. My solution to this is for LM fo lodge a very

brief, one or two page objection, which will not go into any real detail and will be easy to withdraw without

doing any substantial damage to Gujarat. We have secured an informal extension of time from the Planning

Department to lodge the more detailed objection until next Friday, 3 December, and we can tell Gujarat that we

will not lodge the more detailed objection until then. That will keep the pressure on Gujarat to finalise the

documents if we do run into any delays. It is possible that lodging even a brief objection will upset Arun and
derail the settlement. However, on balance | think we need to proceed with the objection in order to ensure

LIM’s negotiating position is not compromised. | suggest we discuss this when we meet to finalise the price and

(]

security issues referred to above.

David Monaghan
Principal
Monaghan Lawyers

A Level 4 9 Beach Road Surfers Paradise Qid P PO Box 315 Surfers Paradise.Qld 4217
T 07 5584 4550 F 07 5592 2505

Liability limited by a scheme approved under professional standards legisiation
This e-mail and any files sent with it may be confidential, privileged and subject to copyright. if you have received this email in error, confidentiality
and privilege are not waived, and you are requested not to copy or take any action in refiance on it but to notify us immediately by return e-mail and

delete the original. We do not take responsibility for any virus and all recipients should undertake their own virus checking.

Piease consider the envirerment before printing this e-mail.
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L INVESTMENT MANAGEMENT LTD
Amrears Calculation for advance to
Belipac - Bellambie . MPF2-418
Lower rate 16%
Report dated 29-Jun-15 Higher rate 4%
interest due
Reduction Draw nterest Paymant Arrears but not rasied Penaity Costs
Draw 26/06/2006 $ 1,858,688.00 $ 1,958,598.00
interest oh Loan 28/06/2006 $ 1,609.81 $ 1,860,207.81
Draw 28/06/2006 $ 320,197.28 3 2,280,405.09
Draw 29/08/2006 $ 77,715.00 % 2,358,120,09
Draw 03/07/2006 $ 518,464.77 §  2,876,584.85
Draw 14/07/2006 $ §,947.22 % 2,862,532,08
draw 14/07/2006 . $ 15,72022 $  2,898,252.30 =
interest on Loan 26/07/2006 $ 34,414.61 b 2,932,666.91 ’ ’
MIF Interest 28/07/2006 $ 218,603.20 $  3,151,270.11 { /-\1 '
Loan Reduction 28/07/2006 $ 111,150.00 5 3,040,120.11
Draw 18/08/2006 $ 1,100.00 $  3,04122011 Y
interest on Loan 28/08/2006 $ 3B,734.81 3 3,079,954,92 AN
MIF Interest 28/08/2006 $ 225,868.39 § 3,305,823.31 h
Loan Redugtion 29/08/2006 4 111,150.00 $ 3,184,673.31
L.ean Reduction 06/09/2006 -§ 1,784.19 $ 3,192,889.12 (J‘:)
Loan Reduction 26/09/2006 -3 114,827 .40 $ 3,078,061.72 '
Interest on Loan 2B/09/2006 $ 40,634.43 §  3,118,696.15 A
MIF Interest 28/09/2006 $ 225,868.39 $ 3,344,564.54 T
Loan Reduction 27/10/2006 -$ 111,123.29 $ 3,233,441.25
Interest on Loan 28/10/2006 3 41,188.69 $ 3,274,629.94
MIF Interest 30/10/2006 5 218,5882.31 $ 3,493,212.25
interest on Loan 28/11/2006 $ 44,322.91 § 3,537,535.16
MIF interest 28/41/2006 $ 225,964.20 § 3,763,499.36
Interest on Loan 28/12/2006 3 46,399.31 $ 3,809,898.67
MIF interest 28/12/2008 $ 218582.31 $ 4,028,480,98
Kemp Strang 15/01/2007 $ 56,885.72 3 4,085,366.70
Interest on Loan 28/0112007 $ 61,625.65 3 4,136,992.35
MIF Interest 29/01/2007 $ 225,868.39 $ 4,362,860.74
Deacons 21/02(2007 $ 4,610.05 $ 4,367,470.79
Draw 22/02(2007 $ 2,904,00 $ 4,370,374.79
Draw 23/02{2007 $ 173,369.37 $ 4,543,744.16
Interest on Loan 28/02/2007 $ 55,865.48 $ 4,599,609.64
MIF interest 28/02/2007 i 225,917.89 $ 4,825,527.53
Kemp Strang 06/03/2007 $ 100,000.00 $ 4,925527,53
Draw 20/03/2007 $ 50,000.00 $ 4,976,627.53
Interest on Laan 28/03/2007 $ 56,595.11 $ 5,032,122.64
MIF Interest 28/03/2007 $ 204,053.99 § 5,236,176.63
Land Tax 27/04/2007 $ 149,477.82 $ 5,385,664.45
{nterest on Loan 30/04/2007 $ 66,768.88 $ 5,452,423.33
MIF Interest 30/04/2007 $ 225,868.39 $ 5,678,291.72
Interest on Loan 28/05/2007 $ 69,820.68 $ 5,748,112.41
MIF Interest 31/05/2007 $ 218,681.32 $ 5,966,793.73
Kemp Strang 01/06/2007 $ 100,000.00 $ 6,066,793.73
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United Valuers
AAR’s

Interest on Loan
MIF interest
Interest on Loan
MIF interest
Interest adjustment
Interest adjustment
Kemp Strang
Refund

Interest an Loan
MIF Interast
Interest on Loan
MIF interest

Kemp Strang
Interest on Loan
Payment of Interest
Interest on Loan
Payment of Interest
Deacons

Interest on Loan
Payment of Interest
Interest on Loan
Payment of Interest
Land Tax

AAR's

Interest on Loan
interest on Loan
nterest on Loan
AAR's

Interest on Loan
tnterest on Loan
Interest on Loan
refund Land tax
{nterest on Loan
Interest on Loan
Interest on Loan
Interest on Loan
Interest on Loan
interest on Loan
Interest on Loan
interest on Loan
interest on Loan
Intereston Loan
interest on Loan
AAR's

Interest on Loan
Inlerest on Loan
Grani Tharnton
Interest on Loan
Interast on Loan
AAR'S

Verekers Trust Alc
Interest on Loan
Draw

Verekers Trust Ajlc

05/06/2007
05/06/2007
28/06/2007
28/06/2007
28/07/2007
28/07/2007
20/07/2007
20/07/2007
10/08/2007
14/08/2007
28/08/2007
28/08/2007
28/00/2007
28/0972007
04/10/2007
28/10/2007
29/10/2007
28/11/2007
28/11/2007
20/12/2007
28/12/2007
2811242007
28/01/2008
28/01/2008
08/02/2008
12/02/2008
28/62/2008
28/03/2008
28/04/2008
19/05/2008
28/05/2008
28/06/2008
28/07/2008

'04/08/2008

28/08/2008
28/08/2008
28/10/2008
28/11/2008
28/12/2008
28/01/2009
28/02/2009
28/03/2008
28/04/2009
28/05/2009
28/06/2009
15/07/2009
28/07/2009

" 28/08/2008

17/09/2009
28/09/2009
28/10/2009
18/11/2009
25/11/2009
28/11/2009
071122008
21/12/2000

$

-3

226,012.18,

218,582.31

50,000.00
8,389.70
225,064.20

225,868.39
10,000.00

178,596.20

377,123.33

76,951.95
78,661.82
104.37
75.85
8521041

89,562.78

90,661.17

93,745.94

90,688.31

93,718.35

90,661.17

93,745.94

90,688.31

93,718.35
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95,193.29
80,047.72
99,012.02

97,308.40
102,920.70
107.488.60

108,940.34
109,633.63
107,899.26
113,328.71
111,535.89
117,148.33
119,138.25
108.436.61
123,020.88
121,074.73
127,167.17

125,72529
132,821.78

§7,658.52 %
66,133.94 §

68910.50 §

© 8 R
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67,659.52 §
66,133.94 %

68,910.50 ¢

25,384.88
24,333.40
26,403.21

25,873.17
27,327.98
26,874.65

27,235.09
27,408.41
26974.82
28,332.18
27,883.97
29,287.08
29,784.56
27,359.15
30,766.22
30,268.68
31,791.79

3143132
33,205.45

33,820.76
33,400.63

34,138.18

$

$

$

L= &

2,200.00
8,380.70

758.80

1,089.62

23,424.39

100,000.00

50,000.00

§0,000.00
20,000.00

52,783.00
20,000.00

$
3
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6,068,093.73
6,077,383.43
6,154,335,38
6,380,347 56
6,459,009,38
6,677.591.69
6,677,487.32
6,677,411.47
6,727,411.47
6,719,021.77
6,804,232.18
7,030,196.38
7,119,750.16
7,345,627.55
7,355,627.55
7.446,288.72
7,355,627.55
7,449,373.49
7,355,627.55
7,356,386.35
7,447,074.86
7,356,386.35
7,450,104.70
7,356,386,35
7,534,982.55
7.536,052.17
7,656,630.34
7,771911.46
7,897,326.69
7,920,751.08
8,044,123.65
8,174,372.33
8,308,745.58
7,931,622.25
8,067,797.68
8,204,839.72
8,339,713,80
8,481,374,69
8,620,794.55
8,767,229,96
8,916,152.77
9,052,948.53
9,206,724.64
9,358,068.05
9,517,027.01
0,617,027.01
9,774,183 .62
©,940,210.85
9,990,210.85
10,159,359.65
10,325,028.16
10,375,028.16
10,395,028.16
10,567.987.34
10,620,770.34
10,640,770.34
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Interest on Loan
CRS Warner Trust alc
Interest on Loan
Bemard Chui
Verekers Trust A/c
CRS Warner Trust afc
VereKers Trust Afc
interest on Loan
Interest on Loan
Monaghans Lawyers
Interest on Loan
Verekers Trust Ale
Receiver Manager
Interest on Loan
Monaghan Lawyers
Monaghan Lawyers
Interest on Loan
Draw

Monaghan Lawyes
Adrian Brown Cons
Grant Thornton
interesf on Loan
AAR'S

Various Draws

JAB Urhan Planning
Draw

interest

Rates

Consultants cost
AAR'S

Consultants gost
Various Draws
Monaghan Lawyers
interest
Consultants cost
interest

Yeats Consufting
JBA Urhan Planning
AAR’s

Grant Thomton
Monaghan Lawyers
Rates

Varlous Draws
Verakers Trust Alc
interest

Draw

Draw

inferest

Draw

interest

Draw

Draw

[nterest

draw

Draw

Draw

28/12/2009
1410172010
28/01/2010
26/01/2040
02/02{2010
12/02/2010
18/02/2010
28/02/2010
28/03/2010
20/04/2010
28/04/2010
29/04/2010
29/04/2010
28/0512010
10/06/2010
25/06/2010
28/06/2010
08/07/2010
08/07/2010
08/07/2010
08/07/2010
28/0772010
3010712010
11/0822010
23/08/2010
25/08/2010
28/08/2010
30/08/2010
10/09/2010
14/09/2010
16/09/2010
1710012010
22/09/2010
28/09/2010
19f10/2010
28/10/2010
28/10/2010
07/41/2010
11/11/2010
1511172010
15/11/2010
16/11/2010
19/11/2010
19/11/2010
28/11/2010
071272070
08/12/2010
2811272010
27/01/2011
28/01/2011
01/02/2011
08/02/2011
28/02/2011
02/03/2011
09/03/2011
10/03/2011

“ 4

67,755.81

70,747.85

72,049,50
66,293,23

73867.76

72,283.99

75,224.59

74,130.76

77.996.55

80.413.84

79,715.44

©w €

67,755.01

70,747.85

72,040.50
66,293.23
73,.867.76

72,283.99

75,224.59

74,130.76

77,996.55

80,413.84

79,715.44

188,162.02

187,584.24

197,174.43

201,688,73

34,880.88

20,141.34

37,718.62
35,013.38
39,344.82

38,847.37

40,785.39

40,527.39

42,959.80

44,623.97

44,495.57

47,040.50

46,896.06

49,293.61

5042218
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20,000.00

1.980.00
50,000.00
34,014.67

150,000.00

12,116.50

20,000.00
20,000.00

5,698.00
12,659.00

150,000,00
4,196.50
5,502.18

15,000,00

15,254.28
100,105.00
4,635.00
14,537.60

140,685.33
615.09
5,560.92
614.85
250,000.00
22,047.30

5,016.82

3,080.00
7,070.25
900.35
20,035.00
53,786.22
138,278.17
12,179.95
30,000.00

3,080.00
30,035.00

5,500.00

77,508.86
20,000.00

45,262.00
3,300.00
26,693.93
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10,811,162.84
10,831,162.84
10,992,799,89
10,994,779.89
11,044,779.89
11,078,794.56
11,228,794.56
11,410,612.18
11,578,212.02
11,590,328.52
11,777,408.87
11,797,408.87
11,817,408.87
12,000,824.22
12,006,522.22
12,019,381.22
12,210,615.79
12,360,615.79
12,364,812.20
12,370,314.47
12,385,314,47
12,574,103.38
12,589,357.66
12,689,462 66
12,694,097.66
12,708,635.26
12,907,588.16
13,048,273.48
13,048,888.58
13,054,449.50
13,055,064.35
13,305,064.35
13,327,111.66
13,532,563.29
13,537,580.11
13,741,506.56
13,744,586.56-
13,751,656.81
13,752,557.16
13,772,592.16
13,826,378.38
13,964,656.55
13,976,836.50
14,006,836.,50
14,242,039.02
14,245,119.02
14,275,154.02
14,509,634.32
14,515,134.32
14,761,602.36
14,839,111.22
14,859,111,22
15,111,222.13
15,156,484.13
15,159,784.13
15,186,478.06
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Draw
interest
Draw
Draw
Draw
interest
Draw
interest
Draw
Sale Proceeds
interest
Draw

Draw
Draw
Draw
interest
Draw
inferest
Draw .
Draw
Interest
Ciraw
Crraw
interest

26/03/2011
28/03/2011
08/04/2011
14/04/2011
19/04/2011
28/04/2011
26/05/2011
28/05/2011
08/06/2011
22/06/2011
281062011
29/06/2011

06/07/2011
07/07/12011
22/07/2011
28/07/2011
17/08/2011
28/08/2011
07/09/2011
20/09/2011
23/09/2011
05/10/2011
20/10/2011
28/10/2011

-$  12,747,810.53

-$ 12,747,810.53

$ 5,479.66
$ 186,233.50 % 46,558.38
$ 8,064.79
3 5,075.29
3 5,124.75
$ 20972963 § 52,432.41
$  40,740.15
$ 206,569.54 $ 51,642.39
$ 9,560.00
$ 184,036.09 § 46,002,02
$ 4,545.94
interest suspended as at 30-6-2011  $2,574,361.45 $  912,001.65
5 2,227.19
$ 3,82965
$  34841.04
$ 46,i7994 § 11,544.99
$ 1,375.00
$ 4891484 % 12,228.71
$ 95986.12
$ 9,040.00
$ 5067307 $ 12,668.27
: $  24,6585.17
$ 19,130.17
$ 5068253 % 12,670.63
$ 6,268,323.60 § 1,247,000.89 -3 368,813.77 § 3,133,025.89 $5,345,173.29 § 2,411,130.92 § 2,135,458.19
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15,191,957.71
15,424,749.59
15,432,814.38
15,437,889.67
15,443,014.42
15,705,176.45
15,746,916.60
16,004,128.53
16,013,688.53

3,265,878.00

3,495,923,11

3,500,469.05

3,502,696.24
3506 ,525.89
3,541,366.93
3,509,091.86
3,600,466.86
3,661,610.40
3,757,596.52
3,766,636.52
3,829,977.87
3,864,633.04
3,873,772.21
3,937,125.37

Reductions
Principal
Interest Arrears
Fanally
Costs
sub
interest not raised
Total

12,747,810.53
7,146,510.72
3,133,025.89
538,015.01

2,135,458.19

205,199.28

7,218,289.20

7,423,488.48

Composer Balance

Balance

Write off amount
interest not raised
Difference

$

205,199 28

$ _7,218,289.20
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Date: December 12, 2011 LM Investment Management Ltd
Borrower ID 109151
Alfred Wong Statement begins 01/01/2004
Bellpac Pty Ltd Statement ends 12/12/2011 |
GPOBX 3364 Interest rate . 8.00%
SYDNEY NSW 2001 Max Approved Amount $8,500,000.00
Loan balance $252,428.02DB
Commencement date 26/06/2006
Expiry Date 30/06/2009
Loan Summary Account number 100183565
Beliambi security refer MORT2042 MPF2-418
Brought forward balance 0.00
Dishonoured Interest Payment 216,362.95
Interest Payment on Loans 90,661.17-
Interest Payment on Loans - DDR 494,515,55-
Interest on Loan 4,918,222.01
Interest on LLoan - Adjustment 180.22-
~ Loan Draw 9,298,644.16
Loan Reduction 13,595,444 16-

Closing balance as at 12/12/2011 $252,428.02DB

www.LMaustralia.com

AUSTRALIA HEAD OFFICE Level 4 9 Beach Rd Surfers Paradise Qld 4217 Australia T +61 7 5584 4500 F +61 7 5592 2505 Freecall 1800 062 919 E mail@LMaustralia.com

ABN 68 D77 208 461 Responsible Entity and Australian Financial Services Licensee No. 220281
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Date: December 12, 2011

LR LS P AVAV N VLV BV LS I

LM Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011

Loan Transactions Account number 100183565

Date Transaction description Debits Credits Balance

26/06/2006 Brought forward balance 0.00DB

26/06/2006 Loan Draw 1 ,958,598.00 1,958,598.00DB
LM MIF Working Acc $50,000.00
LM MIF Working Acc $1,825,858.27
LM MPF $82,739.73

28/06/2006 Interest on Loan 1,609.81 1,960,207.81DB

28/06/2006 |loan Draw 320,197.28 2,280,405.09DB
LM MIF Working Acc $320,197.28

29/06/2006 Loan Draw 77,715.00 2,358,120.09DB
LM MPF $10,385.00
Deacons Trust Account $67,330.00

03/07/2006 Loan Draw 518,464.77 2,876,584.86DB
LM MIF Working Acc $1,063.22
LM MPF $517,401.55 :

14/07/2006 Loan Draw 5,947.22 2,882,532.08DB
LM Investment Management Ltd $5,947.22

26/07/2006 lLoan Draw 15,720.22 2,898,252.30DB
LM MIF Working Acc $8,218.54
LM MIF Working Acc $7,501.68

28/07/2006 Interest on Loan 34,414.61 2,932,666.91DB

28/07/2006 Loan Reduction 111,150.00 2,821,516.91DB
Austcorp 1/2 Share interest Mort 2042

28/07/2006 Loan Draw 218,603.20 3,040,120.11DB
LM MIF Working Acc $218,603.20

18/08/2006 Loan Draw 1,100.00 3,041,220.11DB
LM Investment Management Ltd $1,100.00

28/08/2006 Interest on Loan 38,734.81 3,079,954.92DB

28/08/2006 Loan Draw 225,868.39 3,305,823.31DB
LM MIF Working Acc $225,868.39

29/08/2006 Loan Reduction 111,150.00  3,194,673.31DB
1/2 share Austcorp Interest

06/09/2006 Loan Reduction 1,784.19  3,192,889.12DB
Share AUSTCORP int August

26/09/2006 Loan Reduction 114,827.40 3;078,061.72DB
1/2 share Austcorp Interest

28/09/2006 Interest on Loan 40,634.43 3,118,696.15DB

28/09/2006  Loan Draw 225,868.39 3,344,564.54DB
LM MIF Working Acc $225,868.39 :

27/10/2006 lLoan Reduction 111,123.29  3,233,441.25DB
1/2 share Austcorp Interest

28/10/2006 Interest on Loan 41,188.69 3,274,629.94DB
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Date: December 12, 2011 LI Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011
Loan Transactions Account number
Date Transaction description Debits Credits Balance
30/10/2006 Loan Draw 218,582.31 3,493,212.25DB
LM MIF Working Acc $218,582.31
28/11/2006 Interest on Loan 44,322.91 3,537,535.16DB
28/11/2006 Loan Draw 225,964.20 3,763,499.36DB
LM MIF Working Acc $225,964.20
28/12/2006 Interest on Loan 46,399.31 3,809,898.67DB
28/12/2006 Loan Draw 218,582.31 4,028,480.98D8B
LM MIF Working Acc $218,582,31
15/01/2007 Loan Draw 56,885.72 4,085,366.70DB
Kemp Strang Office Acc. $56,885.72
28/01/2007 Interest on Loan 51,625.65 4,136,992.35DB
29/01/2007 Loan Draw 225,868.39 4,362,860.74DB
LM MIF Working Acc $225,868.39
21/02/2007 Loan Draw 4,610.05 4,367,470.79DB
LM Investment Management Ltd $4,610.05
22/02/2007 Loan Draw . 2,904.00 4,370,374.79DB
Kevin Mills & Associates $2,904.00
23/02/2007 Loan Draw 173,369.37 4,543,744.16DB
Forbes Rigby Pty Ltd $21,934.00
Blake Dawson Waldron Office account $12,085.72
Coffey Geotechnics $5,115.00
Colston Budd Hunt & Kafes Pty Ltd $5,082.00
GHD Geotechnics $13,772.00
Highes Trueman Pty Ltd $24,145.00
Kemp Strang Office Acc. $3,458.62
LFA (Pacific) Pty Ltd $83,201.03
Sinclair Knight Merz $4,576.00
28/02/2007 Interest on Loan ) 55,865.48 4,599,609.64DB
28/02/2007 Loan Draw 225,917.89 4,825,527 .53DB
LM MIF Working Acc $225,917.89
06/03/2007 Loan Draw 100,000.()0 4,925,527.53DB
Kemp Strang Trust Account $100,000.00
20/03/2007 Loan Draw 50,000.00 4,975,527.53DB
LM MIF Working Acc $50,000.00
28/03/2007 Interest on Loan 56,595.11 5,032,122.64DB
28/03/2007 Loan Draw 204,053.99 5,236,176.63DB
LM MIF Working Acc $204,053.99 .
27/04/2007 Loan Draw 149,477.82 5,385,654.45DB
Office of State Revenue $149,477.82
28/04/2007 Intereston Loan 66,768.88 5,452,423.33DB
30/04/2007  Loan Draw 225,868.39 5,678,291.72DB
LM MIF Working Acc $225,868.39
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LM Investment Management Lid

Date: December 12, 2011

Statement begins 01/01/2004
Statement ends 12/12/2011
Loan Transactions Account number
Date Transaction description Debits Credits Balance
28/05/2007 Interest on Loan 69,820.69 5,748,112.41DB
31/05/2007 Loan Draw 218,681.32 5,966,793.73DB
LM MIF Working Acc $218,681.32
01/06/2007 Loan Draw , 100,000.00 6,066,793.73DB
i Kenp Strang Trust Account Quote Ref 2735 $100,000.00
05/06/2007 Loan Draw 2,200.00 6,068,993.73DB
VPC United Pty Ltd $2,200.00
06/06/2007 Loan Draw 8,389.70 6,077,383.43DB
LM Investment Management Ltd $8,380.70
28/06/2007 Interest on Loan 76,951.95 6,154,335.38DB
28/06/2007 Loan Draw 226,012.18 6,380,347.56DB
LM MiF Working Acc $226,012.18
28/07/2007 Interest on Loan 78,661.82 6,459,009.38DB
29/07/2007 Interest on Loan - Adjustment 75.85 6,458,933.53DB
29/07/2007 Interest on Loan - Adjustment 104.37 6,458,829.16DB
30/07/2007 Loan Draw 218,582.31 6,677,411.47DB
LM MIF Working Acc $218,582.31
01/08/2007 Loan Draw 12,085.72 6,689,497.19DB
Blake Dawson Waldron Office account $12,085.72
01/08/2007 Loan Reduction 12,085.72 6,677,411.47DB
Return of payment 22/2/07 from Blake Dawson Weldron - uniden
10/08/2007 Loan Draw 50,000.00 6,727,411.47DB
Kemp Strang Trust Account $50,000.00
14/08/2007 Loan Reduction 8,389.70 6,719,021.77DB
Refund of invoice incorrectly charged
28/08/2007 Interest on Loan 85,210.41 6,804,232.18DB
28/08/2007 Loan Draw 225,964.20 7,030,196.38DB
LM MIF Working Acc $225,964.20
28/09/2007 Intereston Loan - 89,562.78 7,119,758.16DB
28/09/2007 Loan Draw 225,868.39 7,345,627.55DB
LM MIF Working Acc $225,868.39
04/10/2007 Loan Draw ‘ 10,000.00 7,355,627.55DB
Kemp Strang Trust Account $10,000.00
28/10/2007 Interest on Loan 90,661.17 7,446,288.72DB
29/10/2007 Interest Payment on Loans 90,661.17  7,355,627.55DB
28/11/2007 Interest on Loan 93,745.94 7,449,373.49DB
28/11/2007 Interest Payment on Loans - DDR 93,745.94  7,355,627.55DB
20/12/2007 Loan Draw 758.80 7,356,386.35DB
LM Investment Management Ltd $758.80
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Date: December 12, 2011 LM Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011
Loan Transactions ) Account number
Date Transaction description Debits Credits Balance
28/12/2007 Interest on Loan 90,688.31 7,447,074.66DB
28/12/2007 Interest Payment on Loans - DDR 90,688.31  7,356,386.35DB
28/01/2008 Interest on Loan 93,718.35 7,450,104.70DB
28/01/2008 Interest Payment on Loans - DDR 93,718.35 7,356,386.35DB
08/02/2008 Loan Draw 178,596.20 7,534,982.55DB
Champion Legal Pty Ltd Account $178,596.20 :
12/02/2008 Loan Draw 1,069.62 7,536,052.17DB
LM Investment Management Lid ) $1,069.62
28/02/2008 Interest on Loan 120,578.17 7,656,630.34DB
28/03/2008 Interest on Loan 115,281.12 7,771,911.46DB
28/03/2008 Interest Payment on Loans - DDR 90,947.72 7,680,963.74DB
28/03/2008 Dishonoured Interest Payment 90,947.72 7,771,911.46DB
28/04/2008 Interest on Loan 125,415.23 7,897,326.69DB
28/04/2008 Interest Payment on Loans - DDR 125,415.23 7,771,911.46DB
29/04/2008 Dishonoured Interest Payment 125,415.23 7,897,326.69DB
18/05/2008 Change in interest rate to 8.00% 0.00DB
19/05/2008 Loan Draw 23,424.39 7.920,751.08DB
LM Investment Management Ltd $23,424.39
28/05/2008 Interest on Loan 123,372.57 8,044,123.65DB
26/06/2008 Change in interest rate to 8.00% 0.00DB
28/06/2008 Interest on Loan 130,248.68 8,174,372.33DB
28/07/2008 Interest on Loan 134,373.25 8,308,745.58DB
04/08/2008 Loan Reduction 377,123.33  7,931,622.25DB
Refund Land Tax paid by Lender $377,123.33
28/08/2008 Intereston Loan” 136,175.43 8,067,797.68DB
28/09/2008 Interest on Loan 137,042.04 8,204,839.72DB
28/10/2008 Interest on Loan 134,874.08 8,339,713.80DB
28/11/2008 Interest on Loan 141,660.89 8,481,374.69DB
28/12/2008 Interest on Loan 139,419.86 8,620,794.55DB
28/01/2009 Interest on Loan ' 146,435.41 8,767,229.96DB
28/02/2009 Interest on Loan 148,922.81 8,916,152.77DB
28/03/2009 Interest on Loan 136.,795.76 9,052,948.53DB
28/04/2009 Interest on Loan 153,776.11 9,206,724.64DB
28/05/2009 Interest on Loan 151,343.41 9,358,068.05DB
28/06/2009 Interest on Loan : 158,958.96 9,517,027.01DB
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LM Investment Management Lt

Date: December 12, 2011

Statement begins 01/01/2004
Statement ends 12/12/2011
Loan Transactions Account number
Date Transaction description Debits Credits Balance
15/07/2008 Loan Draw 100,000.00 9,617,027.01DB
Allens Arthur Robinson Trust Account $100,000.00
28/07/2009 Interest on Loan 157,156.61 9,774,183.62DB
28/08/2009 Interest on Loan 166,027.23 9,940,210.85DB
17/09/2009 Loan Draw 50,000.00 9,990,210.85DB
Belipac P/L (Receivers & Managers Appt) $50,000.00
28/09/2009 Change in interest rate to 8.00% 0.00DB
28/09/2009 Interest on Loan 67,659.52 10,057,870.37DB
28/10/2009 Interest on Loan 66,133.94 10,124,004.31DB
18/11/2009 Loan Draw 50,000.00 10,174,004.31DB
Bellpac P/L (Receiyers & Managers Appt) $50,000.00
25/11/2009 Loan Draw 20,000.00 10,194,004.31DB
Verekers Trust Account $20,000.00
28/11/2009 Interest on Loan 68,910.50 10,262,914.81DB
07/12/2009 Loan Draw 52,783.00 10,315,697.81DB
Bellpac P/L (Receivers & Managers Appt) $20,000.00
Verekers Trust Account $20,000.00
CRS Warner Kugel P/L Trust Account $10,000.00
Cateo Pty Lid $2,783.00
21/12/2009 Loan Draw 20,000.00 10,335,697.81DB
Verekers Trust Account $20,000.00
28/12/2009 Interest on Loan 67,755.81 10,403,453.62DB
14/01/2010 Loan Draw 20,000.00 10,423,453.62DB
CRS Warner Kugel P/L Trust Account $20,000.00
28/01/2010 Loan Draw 1,980.00 10,425,433.62DB
Bernard Chiu Legal & Business Solutions $1,980.00
28/01/2010 Interest on Loan 70,747.85 10,496,181.47DB
02/02/2010  Loan Draw 50,000.00 10,546,181.47DB
Verekers Trust Account $30,000.00
Bellpac P/L (Receivers & Managers Appt) $20,000.00
12/02/2010 Loan Draw 34,014 .67 10,580,196.14DB
CRS Warner Kugel P/L Trust Account $34,014.67
18/02/2010 Loan Draw 150,000.00 10,730,196.14DB
Belipac P/L (Receivers & Managers Appt) $130,000.00
Verekers Trust Account $10,000.00
CRS Warner Kugel P/L Trust Account $10,000.00
28/02/2010 Interest on Loan 72,049.50 10,802,245.64DB
28/03/2010 Interest on Loan 66,293.23 10,868,538.87DB
20/04/2010 Loan Draw 12,116.50 10,880,655.37DB
Monaghan Lawyers $12,116.50
28/04/2010 Interest on Loan 73,867.76 10,954 %3.13[38
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Date: Decerber 12, 2011 LM Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011

L.oan Transactions ‘ Account number

Date Transaction description Debits Credits Balance

29/04/2010 Loan Draw 40,000.00 10,994,523.13DB
Verekers Trust Account $20,000.00
Bellpac P/L (Receivers & Managers Appt) $20,000.00

28/05/2010 Interest on Loan 72,283.99 11,066,807.12DB

10/06/2010 Loan Draw 5,698.00 11,072,505.12DB
Monaghan Lawyers Business $5,698.00

25/06/2010 Loan Draw 12,859.00 11,085,364.12DB
Monaghan Lawyers $12,859.00

28/06/2010 Interest on Loan 75,224 .59 11,160,588.71DB

08/07/2010 Loan Draw 4,196.50 11,164,785.21DB
Monaghan Lawyers $4,196.50

08/07/2010 Loan Draw : 150,000.00 11,314,785.21DB
Verekers Trust Account $50,000.00
Bellpac P/L (Receivers & Managers Appt) $50,000.00
CRS Warner Kugel P/L Trust Account $50,000.00

08/07/2010 Loan Draw 5,502.18 11,320,287.39DB
Adrian Brown Consultants Inc $5,502.18

14/07/2010 Loan Draw 15,000.00 11,335,287.39DB
LM MIF Working Acc $15,000.00

28/07/2010 Interest on Loan 74,130.76 11,409,418.15DB

30/07/2010  Loan Draw 15,254.28 11,424,672.43DB
Allens Arthur Robinson $15,254.28

11/08/2010 Loan Draw 100,105.00 11,524,777.43DB
CRS Warner Kugel Pty $50,000.00
Verekers Trust Account $25,000.00
Bellpac Pty Ltd (Receivers and Managers $25,000.00
Suncorp Fee $105.00

23/08/2010 Loan Draw 4.635.00 11,529,412.43DB
JBA Urban Planning $4,635.00

25/08/2010 Loan Draw 14,537.60 11,543,950.03DB
Monaghan Lawyers Business Account $14,537.60

28/08/2010 Interest on Loan 77,996.55 11,621,946.58DB

30/08/2010 Loan Draw 140,685.33 11,762,631.91DB
Wollongong City Council $3,144.21
Wollongong City Council $137,541.12

10/09/2010 Loan Draw 615.09 11,763,247.00DB
LM Administration Pty Ltd $615.09

14/09/2010 Loan Draw 5,560.92 11,768,807.92DB
Allens Arthur Robinson $5,560.92

16/09/2010 Loan Draw 614.85 11,769,422.77DB
LM Administration Pty Ltd $614.85

17/09/2010 Loan Draw 250,000.00 12,019,422.770B
GRS Wamer Kgel 1L TstAC s1a200000

AUSTRALIA HEAD OFFICE Level 4 9 Beach Rd Surfers Paradise QId 4217 Australia T +61 7 5584 4500 F +61 7 5592 2505 Freecall 1800 062 919 E mail@LMaustralia.com

ABN B8 077 208 461 Responsible Entity and Australian Financial Services Licensee No. 220281

1180



TIVHD . TUU.UU 1.U0T

Date: December 12, 2011 LM Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011

Loan Transactions Account number

Date Transaction description Debits Credits Balance
Belipac P/L (Receivers & Managers Appt) $25,000.00

22/09/2010  Loan Draw 22,047.30 12,041,470.07DB
Monaghan Lawyers $22,047.30

28/09/2010 Interest on Loan 80,413.84 12,121,883.91DB

19/10/2010 Loan Draw 5,016.82 12,126,900.73DB
Adrian Brown Consultants inc $5,016.82

28/10/2010 Interest on Loan 79,715.44 12,206,616.17DB

28/10/2010 Loan Draw 3,080.00 12,209,696.17DB
Yeats Consulting Pty Ltd $3,080.00

04/11/2010 Loan Draw 7,070.25 12,216,766.42DB
JBA Urban Planning $7.070.25 .

15/11/2010 Loan Draw 900.35 12,217,666.77DB
Allens Arthur Robinson $300.35

15/11/2010 Loan Draw 20,035.00 12,237,701.77DB
Bellpac Pty Ltd (Receivers & Managers Ap $20,000.00
Suncorp RTGS Fee $35.00

16/11/2010 Loan Draw 53,786.22 12,291,487.99DB
Monaghan Lawyers $53,786.22

16/11/2010 Loan Draw 138,278.17 12,429,766.16DB
Wollongong City Council $138,278.17

19/11/2010 Loan Draw 12,179.95 12,441,946.11DB
JBA Urban Planning $7,070.25
Yeats Consulting Pty Ltd $3,960.00
Holman Webb Lawyers $387.20
Adrian Brown Consultants, Inc. $762.50

22/11/2010 Loan Draw 30,000.00 12,471,946.11DB
Verekers Trust Account $30,000.00

07/12/2010 Loan Draw 3,080.00 12,475,026.11DB
Yeats Consulting Pty Ltd $3,080.00

08/12/2010 Loan Draw 30,035.00 12,505,061.11DB
Allens Arthur Robinson Truct Account $30,000.00
RTGS Fee $35.00

27/01/2011  Loan Draw 5,500.00 12,510,561.11DB
Halcrow Pacific Pty Ltd $5,500.00

01/02/2011 Loan Draw 77.,508.86 ©12,588,069.97DB
Monaghan Lawyers $63,039.90
pae holmes $14,468.96 .

08/02/2011 Loan Draw 20,000.00 12,608,069.97DB
Verekers Trust Account $20,000.00

02/03/2011  Loan Draw ' 45 262.00 12,653,331.97DB
CRS Warner Kugel P/L Trust Account $45,262.00

09/03/2011 Loan Draw : 3,300.00 12,656,631.97DB
WMS Chartered Accountants $3,300.00
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Date: December 12, 2011 LM Investment Management Lid

Statement begins 01/01/2004
Statement ends 12/12/2011
{.oan Transactions Account number
Date Transaction description Debits Credits Balance
10/03/2011 Loan Draw 26,693.93 12,683,325.90DB
Allens Arthur Robinson $26,658.93
RTGS Fee $35.00
21/03/2011  Loan Draw 5,479.65 12,688,805.55DB
Cumberland Ecology Pty Ltd $5,479.65
08/04/2011 Loan Draw 8,064.79 12,696,870.34DB
LM Administration Pty Ltd $8,064.79
14/04/2011  Loan Draw : 5,075.29 12,701,945.63DB
LM Administration Pty Lid $5,075.29
19/04/2011  Loan Draw 5,124.75 12,707,070.38DB
26/05/2011  Loan Draw 40,740.15 12,747,810.53DB
Monaghan Lawyers $40,740.15
08/06/2011 Loan Draw 9,560.00 12,757,370.53DB
22/06/2011 Loan Reduction _ 12,747,810.53 9,560.00DB
. Settlement Proceeds
29/06/2011 Loan Draw 4,545.94 14,105.94DB
06/07/2011 Loan Draw 2,227.19 16,333.13DB
07/07/2011 Loan Draw 3,829.65 20,162.78DB
22/07/2011 Loan Draw » 34,841.04 55,003.82DB
Allens Arthur Robinson $34,841.04
17/08/2011 Loan Draw 1,375.00 56,378.82DB
07/09/2011 Loan Draw 95,986.12 152,364.94DB
20/09/2011  Loan Draw ' 9,040.00 161,404.94DB
Allens Arthur Robinson Trust Account $9,040.00
05/10/2011 Loan Draw 24,655.17 186,060.11DB
. Monaghan Lawyers $11,771.77 V
Allens Arthur Robinson $12,883.40
20/10/2011  Loan Draw 19,139.17 205,199.28DB
Monaghan Lawyers $8,815.71
Verekers Lawyers Office Acc $8,223.46
25/1 1‘/2011 Loan Draw 5,384.83 210,584.11DB
25/11/2011  Loan Draw ~ 8,966.56 219,550.67DB
25/11/2011 Loan Draw ) 5,377.35 224,928.02DB
07/12/2011 Loan Draw 27,500.00 252,428.02DB
Closing balance as at 12/12/2011 $252,428.02DB
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Interest Accrual for payable from MPF to MIF (for loan purchase)

Interest Rate 0.1 p.a.

Interest Rate 0.07 p.a. from 29/08/09

Interest Rate 0.085 p.a. from 28/08/10

NOT CAPITALISING

Date Days Amount Description Balance Repayment Interest Payable Running Balance
28/08/2008 33,513,345.16 Opening balance transfer 33,513,345.16
30/09/2008 33 302,169.51 Interest charged . 302,169.51 33,815,514.67
31/10/2008 31 283,856.20 Interest charged 283,856.20 34,099,370.87
30/11/2008 30 274,699.55 Interest charged 274,699.55 34,374,070.42
31/12/2008 31 283,856.20 Interest charged 283,856.20 34,657,926.62
31/01/2009 31 283,856.20 Interest charged 283,856.20 34,941,782.82
28/02/2009 28 256,386.25 Interest charged 256,386.25 35,198,169.07
31/03/2009 31 283,856.20 Interest charged 283,856.20 35,482,025.27
30/04/2009 30 274,699.55 Interest charged 274,699.55 35,756,724.82
31/05/2009 31 283,856.20 Interest charged 283,856.20 36,040,581.02
30/06/2009 30 274,699.55 Interest charged 274,699.55 36,315,280.58

8/07/2009 8 -1,400,000.00 Repayment -1,400,000.00 34,915,280.58

10/07/2009 2 -1,133,434.70 Repayment -1,133,434.70 33,781,845.88
16/07/2009 6  -831,282.29 Repayment -831,282.29 32,950,563.59
20/07/2009 4  -571,687.44 Repayment -571,687.44 32,378,876.15
31/07/2009 31 263,429.99 Interest charged 263,429.99 32,642,306.14
14/08/2009 14 -49,051.10 Repayment -49,051.10 32,593,255.04
31/08/2009 31 245,446.60 Interest charged 245,446.60 32,838,701.64
30/09/2009 30 169,886.49 Interest charged 169,886.49 33,008,588.13
31/10/2009 31 175,549.37 Interest charged 175,549.37 33,184,137.50
30/11/2009 30 169,886.49 Interest charged 169,886.49 33,354,023.99
31/12/2009 31 175,549.37 Interest charged 175,549.37 33,529,573.36
31/01/2010 3 175,549.37 Interest charged 175,549.37 33,705,122.73
28/02/2010 28 158,560.72 Interest charged 158,560.72 33,863,683.45
31/03/2010 31 175,549.37 Interest charged 175,549.37 34,039,232.82
30/04/2010 30 169,886.49 Interest charged 169,886.49 34,209,119.31
31/05/2010 31 175,549.37 Interest charged 175,549.37 34,384,668.68
30/06/2010 30 169,886.49 Interest charged 169,886.49 34,554,555.17
31/07/2010 31 175,549.37 Interest charged 175,549.37 34,730,104.54
31/08/2010 3 179,189.80 Interest charged 179,189.80 34,909,294.34
30/09/2010 30 206,290.74 Interest charged 206,290.74 35,115,585.07
31/10/2010 31 213,167.09 Interest charged 213,167.09 35,328,752.17
31/10/2010 0 Repayment -466,708.25 34,862,043.92
30/11/2010 30 203,700.87 Interest charged 203,700.87 35,065,744.79
30/11/2010 0 Repayment -4,413,458.62 30,652,286.17
31/12/2010 31 181,778.35 Interest charged 181,778.35 30,834,064.51
31/12/2010 0 Repayment -4,435,810.47 26,398,254.04
31/01/2011 31 Interest charged 149,755.44 26,548,009.48
31/01/2011 0 Repayment . -2,813,211.65 23,734,797.83
28/02/2011 28 117,017.11 Interest charged 117,017.11 23,851,814.94
28/02/2011 0 Repayment -5,568,436.20 18,283,378.74
31/03/2011 3 85,404.79 Interest charged 85,404.79 18,368,783.53
31/03/2011 0 Repayment -4,258,972.22 14,109,811.31
30/04/2011 30 52,895.33 Interest charged 52,895.33 14,162,706.63
30/04/2011 . 0 Repayment -3,278,309.08 10,884,397.55
31/05/2011 27 26,992.87 Interest charged 26,992.87 10,911,390.42
31/05/2011 0 Repayment -4,292,983.13 6,618,407.29
31/05/2011 0 0.00 6,618,407.29

-33,513,345.16
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. WM Sclutions Pty Ltd

¢ ACM 105 329 654

, ABN 72 565 658 099

¢ Level 2, Corporate Centre Ona
2 Corporate Court,
Bundali Oid 4217

0 Box 5034
rch 201 g,
7 Ma 1 Gold Coast MC Qld 9725
PH +A1 73556 3300
FAX +61 7 5556 33599

wrew e ssol Utiens CoIm.au

Mr D Monaghan

Monaghan Lawyers

PO Box 315
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The directors of LM Investment Management Limited ("LM") in their capacity as
Responsible Entity ("RE™) for LM First Mortgage Income Fund ("FMIF”) and LM Management
Performance Fund (“MPF”) have instructed WMS Chartered Accountants ("WMS”) to
prepare an independent expert’s report in relation to the transaction summarised below.
This répor’r has been prepared in accordance with Chapter 2E of the Corporations Act
2001 (“the Act”) and having regard to ASIC Consultation Paper 142 “Related Property
Transactions” and the accounting standard AASB 124 “Related Party Disclosures”.

We are instructed to provide an opinion as tfo a fair and reasonable split of the likely
litigation proceeds to be received by FMIF and MPF pursuant to legal proceedings relating
to loan advances made to Bellpac Pty Ltd ("Belipac”). The anticipated capital proceeds
are $50.5 million being $15.5 million in cash over 6 months and $35.0 million vendor finance
at a prevailing interest rate of the Bank Bill Swap Bid Rate ("BBSY”) plus 1% over 10 years
with amortisation starting in year four. Additionally, a call option is proposed to be granted
in favour of LM as the RE for both funds to acquire a 50% inferest in the Bellpac land at a
future point in fime. It is unclear whether this call option has a current value.

Cur liability is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investrment Services Ply Ltd AFSL No. 234951 1 1 84
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This report has been prepared in accordance with requirements in the Act and guidelines

noted above,

This .report is prepared in accordance with your instructions and is primarily based on

information supplied as follows:

o E-mail dated 6 December 2010 providing brief background in relation to the matter
from Monaghan Lawyers.

) Undertaking in Gujarat/Williams proceedings.

e Heads of Agreement recording Agreement in Principle.

o *Arrears Calculation of advance to Bellpac - Bellambie - MORT2042” covering the
period 11 March 2006 to 28 November 2010.

e “Arrears Calculation for advance to Bellpac - Bellambie — MPF2-418" covering the
period 26 Jun 2006 to 28 November 2010,

) “Arrears Calculation for advance to Greater Pacific — Bellambie - MPF2-408”
covering the period 26 June 2004 to 28 November 2010.

) Coallfields Position Paper in the Supreme Court proceedings (2009/298727).

° Gujarat’s Position Paper being the Position Paper for Gujarat NRE Minerals Limited
and SouthBulli Holdings Pty Ltd.

s Mediation Position Paper for LM, PTAL and Belipac.

e Review of Securities for Bellpac mafter,

We understand that this report may be used by the directors of LM in determining a fair
and reasonable split of the litigation proceeds between FMIF and MPF.

We are instructed that LM’s major funder is Deutsche Bank. The proposed split does not
take into account the requirement and arrangements in place between these parties. This
will need fo be reviewed by the LM directors and/or their legal representatives.

Our fiability is limited by a scheme approved under Professional Standards Legislation exceot where we
act as an authorised representative of Professional investrnent Services Pty Ltd AFSL No. 234951 1 1 85@
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Based on the background information we understand that legal proceedings are
currently being undertaken by Mr Anthony Warmer and Mr Steven Kugel ("collectively the
liguidators”) in their capacity as Liguidators appointed to Bellpac in relation to an alleged
preferential payment claim.  Additionally, we understand LM as the RE has instigated
proceedings against a Bellpac Director, Mr Alfred Wong in relation to a personal
guarantee. We are instructed that both legal costs and liguidators fees are being funded
by MPF, The potential proceeds (if any) from such actions have not been considered in
this report and we understand will be dealt with by the directors of LM at a later date (f

applicable).

Further, we hové not commented on any potential split attaching to the potential value of
the call option for the Bellpac land granted in favour of LM in its capacity as the RE for

FMIF and MPF.

Our lfability is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 1 1 86
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APPENDIX A

Act
ASIC
AASB
Bellpac
BBSY
Gujarat
Land

Liquidators
LV

FMIF

MPF

RE

WMS

EXECUTIVE SUMMARY
BACKGROUND

RELATED PARTY TRANSACTIONS
LITIGATION FUNDING

SPLIT OF LITGATION PROCEEDS

QUALIFICATIONS & EXPERIENCE

Corporations Act 2001

Australian Securities and Investment Commission
Australian Accounting Standards Board

Bellpac Pty Ltd

Bank Bill Swap Bid Rate

Gujarat NRE Coking Coal Limited

800 hectares of land owned by Bellpac located at Russell Vale

near Wollongong

Mr Anthony Warner and Mr Steven Kugel
LM Investment Management Limited

LM First Mortgage iIncome Fund

LM Management Performance Fund
Responsible Entity being LM

WMS Chartered Accountants

Our liability is limited by a scheme approved under Professionatl Standards Legislation except where we 1 1 82
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In our opinion, the proposed split of 65% to FMIF and 35% to MPF is fair and reasonable
having regard to comparable arm’s length transactions,

As noted above, it is beyond. our scope to determine the rights and or influence LM’s
funder Deutsche Bank has on directing the litigation proceeds.

Based on the proposed litigation proceeds and litigation costs we estimate a fair and
reasonable split to be as follows:

Summary of Litigation Split

FMIF MPF

§ §

Share of Litigation Proceeds 32,825,000 17,675,000
Total Litigation Proceeds (Pre-Interest) 50,500,000
Notes: Table 1

<1> Interest to be apportioned on the same basis (.e. percentage).
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Based on the information provided and discussions with the Monaghan Lawyers we sef
out below our understanding of the background matters,

LM operates certain managed investment schemes including FMIF and MPF.

FMIF invests mainly in first mortgages, whilst MPF has a more wide ranging mandate,
including investing in second mortgages behind FMIF,

Both funds have made loans to Bellpac and hold secured positions over Bellpac’s land.
FMIF has made one loan and MPF two [oans. FMIF’s loan is secured by a first registered
mortgage and MPF’s loans are secured by a second registered mortgage. As at 28
November 2010 the loan amount including interest by FMIF to Bellpac was $48,873.495.23.
As at 28 November 2010 the two loans by MPF fo Bellpac including inferest were
$14,242,039.02 and §9,799,569.31 respectively.

Qur lxobm’ry is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 1 1 8 &
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Primary security for these loans is approx 800 hectares of land owned by Bellpac located
at Russell Vale near Wollongong (“the land”). There is an operating coal mine on the
land. The coal mine is operated by Gujarat NRE Coking Coal Limited ("Gujarat”). Gujarat
has a mining lease over most of the land. The mining lease is granted by The State under
relevant mining legislation. The mining lease permits Gujarat to use the land for the
purpose of mining without Bellpac’s consent. The lease term expires in 2023, but this tferm
is able to be extended by Gujarat under the legislation. Gujarat’s web site indicates that
the mine has an expected life of 30 years, and a remaining resource of 400 million tonnes

of coal.

Bellpac was originally both the land owner and the lessee under the mining lease. During
the calendar year 2004, Bellpac sold the mining lease to Gujarat pursuant to a complex
suite of documents. The intent was that Gujarat would relinquish the mining lease over the
Bellpac land, and rehabilitate the land, by December 2007, thereby making the land '
available for a residential subdivision proposed by Bellpac. However, Gujarat did not
relinguish the mining lease and nor did it rehabilitate the land.

Bellpac engaged in litigation with Gujarat, and ultimately entered info two seftlement
deeds with Gujarat, The latter of these two sefflement deeds would have resulted in LM's
facilities being satisfied, however Gujarat allegedly reneged on its obligations under the
deed. Furthermore, the settlement deeds had the purported effect of releasing Gujarat
from certain of its obligations under the 2004 suite of documents, and under the mining
legislation. One of the obligations purportedly released was the obligation to pay
compensation under the mining legislation,

The FMIF and MPF facilities fell into arrears. LM appointed receivers, who then became
liguidators to Bellpac. Just after the appointment of the receivers, LM attended a meeting
with Gujarat in which Gujarat indicated that in their view, they had the right to continue to
occupy the Bellpac land for as long as the mining lease remained on foot, for no
consideration. Gujarat indicated that they were prepared to buy the land, but they were

only prepared to pay $7M.

LM as RE was therefore required to assess the recoverability of the loans advanced and
options available. LM took the view point that at a practical level, the land was
unsaleable whilst Gujarat remained in occupation, and LM was receiving nothing from
Gujarat to offset holding costs or interest, In LM’s view, Gujarat was the only likely buyer of
the land. LM therefore decided to issue proceedings against Gujarat, claiming under the
2004 agreements and the later sefflement agreement.

Our ligbility is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional investment Services Pty Lid AFSL No. 234951 1 1 8 9
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The litigation was highly complex and the prospects uncertain. There were a number of
different parties in addition to LM and Gujarat, LM and Gujarat were both represented by
experienced solicitors, junior counsel and senior counsel. The process was very expensive

for both sides.

Shortly after LM commenced litigation the FMIF account was frozen. This resulted in no
new funds flowing in from investors and an obligation to remit borrowers’ repayments to
LM’s former funder the Commonwealth Bank of Australia. FMIF was in the position of being
unable to provide funding, and of being unable to satisfy any adverse costs orders that
might have been made against LM, FMIF remains in that position. Hence the burden of

funding the litigation fell solely on MPF.

It was always the understanding of LM’s directors that it was appropriate for MPF’s
conftribution to be recognised by providing MPF with a share of any proceeds recovered
by the litigation, however as the outcome of the litigation was so uncertain, and the
possible methods of resolving the litigation so varied, it was not considered appropriate to
enter info any formal agreement to split the proceeds at that time.

In addition to the main proceeding against Gujarat, LM also pursued various other actions
designed to recover funds and/or put pressure on Gujarat and/or improve LM’s position in
some other way, including the foliowing:

® LM funded the liguidators to pursue recovery in relation fo certain alleged
preferential payments made by Belipac;

° LM pursued a guarantor Mr Alfred Wong of the facilifies;

o LM engaged consuitants for the purpose of preparing an objection to planning
applications being pursued by Gujarat in relation to the land.

MPF also paid for all of these actions.

In due course the main litigation against Gujarat progressed to the stage where the
pleadings had closed, and a mediation was ordered. The mediation was held before ex-
High Court Judge Michael McHugh QC. LM and Gujarat were represented by their full -
legal teams as well as directors from each of the parties. The mediation ultimartely resuited

in non-binding heads of agreement.

LM is of the opinion the result achieved at the mediation was the best possible result that
could have been obtained, on behalf of FMIF and MPF. Essentially the result was that:

Qur fiability is imited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 1 1 9@
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e LM would sell the Bellpac land to Gujarat for a price of $50.5M, $15.5M in cash over 6
months, and $35M vendor finance, at BBSY plus 1% over 10 years, with amortisation

starting in year 4.
o LM was required fo pay the sum of $1.3M to another party, Codlfields, fo secure the

withdrawal of certain caveats.
° LM as RE for FMIF and MPF was also fo have an option fo purchase a half interest in

the land once the mining was completed.

The funding provided by FMIF and MPF is as follows:

Litigation Funding

$ %
FMIF 161.471 8.97%
MPF 1.638.438 91.03%

1,799,909 100.00%

Notes: Table 2

<1> Inciudes the costs to fund alleged preferential payment claim
and guarantor claim against Mr Alfred Wong.
<2> Excludes the sum of $1.3M to another party Codlfields, fo secure

the withdrawal of certdin caveats,

LM is the RE for both FMIF and MPF, In accordance with AASB’s “Glossary of Defined
Terms” the parties are deemed to be “related parties”.

A “related party transaction”?, is defined as “a fransfer of resources, services or obligations
between a reporting entity and a related party, regardless of whether g price is charged”.

On or about 18 October 2010 ASIC’s Consultation Paper 142 “Related Party Transactions”
was released. The paper sets out ASIC’s proposed guidance to public companies and
responsible entities of managed investment schemes on complying with the Act where
they provide financial benefits to related parties. It is anticipated that the proposed
guidance outlined in the paper will be incorporated info ASIC’s Regulatory Guide 76
“Related Property Transactions”, Whilst the primary purpose of this Consultation Paper is to
provide guidance to independent experts in mergers and acquisition activity, in our
opinion, the principles to be applied are relevant to these circumstances.

1 Definition extracted from AASB “Glossary of Defined Terms”,

Cur liability is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 1 1 9;
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Under Chapter 2E of the Act, public companies such as LM must obtain member approval
to give a financial benefit to a related party unless the benefit falls within an exception set

out in sections 210 to 216 of the Act.

In the matter at hand it is therefore necessary to have consideration to Section 210 of the
Act which relates o "Arm’s length terms” and states:

Member approval is not needed fo give a financial benefit on ferms that:

(@). Would be reasonable in the circumstances if the public company or entity and the
related party were dealing at arm’s length; or

(b). Are less favourable to the related party than the terms referred fo in paragraph (a).

In our opinion, it is important to have reference to ASIC’s Consultation Paper 142 in “"How
experts should assess related party transactions” and we have copied certain exfracts

below.

We propose to provide guidance in RG 111 (“Confent of expert reporfs”) about the
approach an expert should take to assessing a related party fransaction when preparing
a report for member approval under Ch 2k of the Corporations Act or Chapter 10 of the
ASX Listing Rules: see Attachment 1 fo CP 143. Our proposed guidance is directed
primarily at asset acquisitions and/or disposals, and will cover:

(a) the importance of an expert focusing on the substance of the related party
fransaction, rather than the legal mechanism;

(b) when analysing whether a related party transaction is ‘fair and reasonable’, our
view that an expert should make a separate assessment of whether the fransaction is
‘fair” and whether it is ‘reasonable’;

(c) the meaning of ‘fair’ in the context of a related party fransaction—that is, a
proposed transaction is ‘fair” if the value of the financial benefit to be provided by
the company fo the related party is equal to or less than the value of the
consideration being provided to the company, and that this comparison should be
made on the basis sefout in RG 111.10;

Our liability is limited by a scheme approved under Professional Standards Legisiation except where we
act as an authorised representative of Professional investment Services Pty Ltd AFSL No. 234951 1 19!2
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(d) the meaning of ‘reasonable’ in the context of a related party fransaction—that is, a
fransaction is ‘reasonable’ if it is ‘fair’, and it might also be ‘reasonable’ if, despife
being ‘not fair’, the expert believes there are sufficient reasons for members fo vofe

for the proposal; and

(e) facfors that an expert might consider in determining whether a transaction is
‘reasonable’ (see paragraphs 74-76).

Having regard to the above, in our opinion, it is important to consider in the below section
the terms of the overall fransaction with comparable fransactions between parties
dedling on an arm’s length basis in similar circumstances.

oy TETE ACTIONAT DL IRV IRIS
48 LITHGATION FUNDING

Pt

Based on the background section of our report, we note the foliowing pertinent points:

e The matter became very complicated and the litigation was highly complex and the
prospects uncertain, In our opinion, litigation by its nature is difficult o predict with

absolute certainty.

o FMIF was in the position of being unable to provide additional funding, and of being
unable to satisfy any adverse costs orders that might have -been made against LM.

e The burden of funding the litigation fell largely on MPF,

The funding in the litigation by FMIF and MPF is summarised at Table 2 above being
$1,638,438 by MPF and $161,471 by FMIF. As noted above, this does not include the $1.3M
to another party Coalfields, to secure the withdrawal of certain caveats.

In our opinion, based on the information provided and our discussions with Monaghan
Lawyers a commercial decision was undertaken by MPF to fund the litigation to attempt
to preserve the capital entitlements under the loan documents. In affect MPF’srole was

not dissimilar o a litigation funder.

Based on our inquities, there are a number of organisations providing litigation funding.
The terms of funding are typically established on a case by case base.

Qur liability is limited by a scheme approved under Professional Standards Legislation except where we 1 1 9
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 ]é
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‘We note that IMF is a public listed company providing funding of legal claims and other
related services in Australia and in other jurisdictions, where the claim size is over AUS $2

mitlion?2,
A document from IMF entitled *Apply for Funding” states:

IMF’s commission normally ranges between 20% and 45%. Factors affecting the

percentage include:

) the level of legal fees and disbursements expected to be incurred;
fi, the strength of the case;

jil, the likely capacity of the defendant fo meet a judgment; and

iv. the time it will take for the case fo be completed.

We note a further listed company is Hillcrest Litigation Services Limited. An extract from the

website is listed below?:

The amount of the agreed percentage of the Setflement Sum that is assigned to the
Company in accordance with paragraph (d) above is the subject of negofiations
between the Company and the client based on their respective assessments of the
potential risks and rewards of the claim the subject of the funding agreement. The
percentage will usually be in the range between 30 and 45. Key considerations that are
generally taken into account in the defermination of the percentage include the

following:

e the estimated amount of the claim;

° the estimated amount of costs for which funding is required;

the current status of the claim and any proceedings that have been insfituted;
° the esfimated fime period before the matter will be determined; and

o the prospects of recovery from the defendant, if the claim is successful.

2 Refer to the website www.imf.com.au.

3 Refer to the website www.hillcrestlitigation.com.au.

Our liability is imited by a scherne approved under Professional Standards Legislation except where we 1 1 9
act as an guthorised representative of Professional Investment Services Pty Lid AFSE No. 234951 14
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In our opinion, there is significant reliable data from comparable transactions between
parties dealing at arm’s length to positively conclude a fair and reasonable split of the
litigation proceeds to FMIF and MPF. Accordingly, a range of MPF’s entitlement between
30% to 40% would appear reasonable given the complexities in the matter and the fact it

appears to be close to settling pre trial.

Based on our inquiries above, in our opinion, the litigation funding for a matter such as this
would range between 30% to 40%. For the purposes of our allocation we have adopted
the midpoint being 35% for MPF. Accordingly, the remaining 65% of the litigation proceeds
shouid be applied to FMIF. The same percentage split should also apply to the interest
income to be received (i.e. BBSY plus 1% over 10 years),

As noted above, we have af this juncfure excluded the split in relation to the following;
® Alleged preferential payment being pursued by the liquidators against Bellpac:
® Potential proceeds from personal guarantee by Mr Alfred Wong; and

® Potential value of the call option for the Bellpac land granted in favour of LM in ifs

capacity as RE.

We understand that the formal legal documents to settle the matter with Gujarat are yet
to be completed. If the terms of the final settlement or the costs o be funded by MPF to
reach such settlement materially change, then we recommend you seek an updafed

opinion from us.

Our liability is limited by a scheme approved under Professional Standards Legislation except where we
act as an authorised representative of Professional Investment Services Pty Ltd AFSL No. 234951 1 1952
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Date 28 March 2011 ABN 47702 585 758
Level 31

From John Beckinsale / Amy Hoban - Riverside Centre
. . 123 Eagle Street

To David Monaghan, Monaghan Lawyers Brisbane QgLD fooo
Australia

Email dmonaghan@monaghanlawyers.com.au , T +617 3334 3000
F +617 3334 3444

Correspondence

PO Box 7082
Riverside Centre
Brisbane QLD 4001
Australia

DX 210 Brisbane

www.aar.com.au

Confidential Email

Dear David

Bellpac Settlement - Conflict issues

Background

1. LM investment Management Limited {RE) is the responsible entity of the LM First
Mertgage Income Fund (FMIF) and the trustee of the LM Managed Performance Fund
(MPF). The FMIF is a registered managed investment scheme. The MPF is an
unregistered managed investment scheme.

2. Both FMIF and MPF have made loans to Bellpac Pty Ltd (Bellpac) and have taken security
over Bellpac's land (Belipac Land). FMIF's loan is secured by a first registered mortgage
and MPF's loans are secured by a second registered mortgage. As at 28 November 2010
the loan amount (including interest) owing to FMIF by Bellpac was approximately $48.8m
and to MPF by Belipac was approximately $24m.

3. Gujarat NRE Coking Coal Limited (Gujarat) has a mining lease over most of the Bellpac
Land which allows it to use the [and for the purpose of mining without Bellpac’s consent.
The Iease term expires in 2023, but this term is able fo be extended by Gujarat under
legisiation, and Gujarat's website indicates the mine on the Bellpac Land has an expected
life of 30 years.

4. Bellpac was originaily both the land owner and lessee under the mining lease however, in
approximately 2004 Bellpac sold the mining lease to Gujarat pursuant to various
documents. it was intended that Gujarat would relinquish the mining lease and rehabilitate

Our Ref AXHB:JABB:0OOODO - Bangkek
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the land by December 2007, thereby making the land available for a residential subdivision
proposed by Bellpac. This did not come to fruition and Bellpac enhtered into litigation with
Gujarat, which was ultimately settled. Gujarat allegedly reneged on ifs obligations under
the settlement arrangements despite the fact that the arrangements purportedly released
Gujarat from certain of its obligations under the 2004 purchase documents, including the
obligation to pay Bellpac compensation under the mining legislation.

5. As a result of the disputes between Belipac and Gujarat the FMIF and MPF facilities fell
into arrears.

6. The RE appointed receivers, and then a liquidator, to Bellpac. Shortly after the
appointment of the receivers, the RE attended a meeting with Gujarat at which Gujarat
indicated that in their view they had the right to continue to occupy the Bellpac Land for the
term of the mining lease without being obliged to pay compensation, and that they would
only be prepared fo pay $7m to buy the Bellpac Land.

7. At that point the RE assessed the recoverability of the loans and the options available to it.
It took the view that at a practical level the land was unsaleable while Gujarat remained in
occupation, and the RE was receiving nothing from Gujarat to offset holding costs or
interest. The RE considered Gujarat to be the only likely buyer of the Bellpac Land.
Accordingly, the RE issued proceedings against Gujarat claiming under the 2004 purchase
documents and the settlement arrangements with the objective of forcing Gujarat into a
position where it would purchase the Bellpac Land for a reasonable price.

8. Shortly after the RE commenced the litigation, redemptions from the FMIF were frozen,
which resulted in no new funds flowing in from investors and an obligation to remit
borrower's repayments to the RE's former funder the Commonwealth Bank. FMIF was in
the position of being unable to provide funding for the-[itigation and of being unable to
satisfy any adverse costs orders that might have been made against the RE. Accordingly,
the MPF has contributed the majority of the funding for the litigation {and certain other
actions designed to recover funds from Gujarat or put pressure on it), amounting to
approximately 81% of the total funding {the FMIF has contributed the remaining 9%).

9. The FMIF and the MPF did not enter into any formal agreement to split the proceeds
recovered by the litigation despite it being the understanding of the RE's directors that it
was appropriate for MPF's contribution to he recognised by providing MPF with a share of
any proceeds recovered by the litigation.

10. The main litigation against Gujarat proceeded to mediation and a non-binding heads of
agreement has been reached between the parties pursuant to which the RE will sell the
Bellpac Land to Gujarat for $50.5m, being $15.5m in cash over 6 months and $35m in
vendor finance, and the RE will pay $41.3m to another party, Coalfields, to secure the
withdrawal of certain caveats. In addition, the RE will be granted an option to purchase a
50% interest in the Bellpac Land upon compietion of the mining.

11. The RE and Gujarat are currently in discussions to agree a cash figure in fieu of the vendor
finance arrangement. As at 14 March 2011 the parties had discussed $45.5m cash
conditional on settlement by 31 March 2011,

axhb A01169458084v1 000000  28.3.2011 Page 2
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12. The RE considers the proposed settlement arrangement with Gujarat to be the best
possible result it could have obtained on behaif of both FMIF and MPF.

13. The RE (on behalf of both FMIF and MPF) instructed WMS Chartered Accountants to
provide an opinion as to what would be a fair and reasonable split of the likely litigation
proceeds to be received by FMIF and MPF. The RE has confirmed that WMS Chartered
Accountants is independent from the RE, its directors and controllers.

14, WMS Chartered Accountants provided their report in March 2011. They conclude:

"in our opinion, the proposed aplit of 65% to FMIF and 35% to MPF is fair and reasonable
having regard to comparable arm's length transactions”.

Advice Sought

15. You have asked us whether it Is legaily acceptable for the RE to split the litigation proceeds
between FMIF and MPF on the basis of the opinion provided by WMS Chartered
Accountants, given that the RE Is in a position of conflict (in its capacity as responsible
entity for FMIF and in its capacity as trustee for MPF).

Summary of advice

16. We consider that it is legally acceptable for the RE to split the litigation proceeds between
FMIF and MPF on the basis of the-opinion provided by WMS Chartered Accountants,
despite the RE being in a position of confiict, subject to the following matters:

(a). Weassume that in its capacity as responsible entity of the FIMIF, the RE has
considered all feasible options for the recovery of the loan advanced by FMIF to
Bellpac, and is satisfied that the terms of the proposed seitlement are in the best
interests of FMIF members (see paragraphs 25, 27, 53 and 56 below).

(b) We assume that in its capacity as trustee of the MPF, the RE has considered all
feasible options for the recovery of the loan advanced by MPF to Bellpac, and is
satisfied that the terms of the proposed settiement are in the best interests of MPF
members (see paragraphs 35 and 37 below),

{c) We assume that the decision by the RE in respect of the split will not be made in
order to benefit the RE (or any of its associates) personally, for example, by
ensuring that the effect of splitting the proceeds in a certain way results in the RE
receiving more fees or some other benefit that would not have occurred had the
split been done in a different way (see paragraphs 28 and 38 below).

(d) The directors must be satisfied that the proposed split of settlement proceeds and
associated releases of securities by the RE would be reasonable in the
circurnstances if the RE as responsible entity of the FMIF and the RE as trustee of
the MPF were dealing at arm's length. The WMS Chartered Accountants report
makes it clear that "there is significant reliable data from.comparable transactions
between parties dealing at arm's length to positively conclude a fair and reasonable
split of the litigation procesds to FMIF and MPF". Consequently, the conciusion in
the WMS Chartered Accountants report will be an important factor in the RE's
decision in respect of the split of the litigation proceeds. However, the RE should
not rely solely on the report. The directors of the RE must make “their own
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independent assessment' of the relevant matters, and the advice from WMS
Chartered Accountants does not replace "careful judgement by the directors”.
They should also consider the relevant factors referred to by ASIC in CP 142, See
paragraphs 46 to 50 below.

(e) The RE should ensure that it complies with any procedures in the FMIF compliance
plan (or with any other procedures it has in place) in respect of conflicts of interest
(see paragraphs 54 and 57 below}.

(f) We assume that the RE has not made any representations to the members in the

FMIF or the MPF which are inconsistent with the proposal to spiit the litigation
proceeds in the manner outlined in the report of WMS Chartered Accountants.

(©) The directors of the RE must comply with their general law and statutory duties
under the Corporations Act (see paragraphs 61 to 65 below). We are not aware of
any reason why agreeing to split the litigation proceeds between FMIF and MPF on
the basis of the opinion provided by WMS Chartered Accountants would raise any
issues In this regard (assuming the matters in paragraphs (a) to (f) above ars
confirmed).

17. We assume that the RE will disclose the conflict to members in the FMIF and MPF in due
course in accordance with its usual conflicts disclosure policies.

Details of advice

18. The terms of the proposed Gujarat settlement and the split of the litigation proceeds raise
the following possible conflicts issues: ’

(a) issues for the RE as trustee of FMIF.
(b} Issues for the RE as trustee of MPF.

(c) Issues for the RE as responsible entity of a registered scheme.
(d) Issues for the RE as an AFS licensee.

{e) Issues for the RE as a public company.

v Issues for the directors of the RE.

The interaction between each of the above matters is not always clear. Note also that
satisfaction of one of the relevant principles does not always mean that a similar principle

will necessarily be satisfied.

Issues for the RE as trustee of FMIF

Comply with Constitution

19. The RE will need to comply with the constitution when agreeing to the Gujarat settlement
terms and the proposed split of litigation proceeds with the MPF.

20. Clause 29.1 of the constitution provides that subject to the Law, nothing in the constitution
restricts the RE from dealing with itself as trustee of another trust, being interested in any
contract or transaction with itself as trustee of another trust, or acting in the same or similar

capacity in relation to any other trust. We are not aware of any case faw on how specific
the terms in @ trust deed must be to allow a self dealing. However, the wording in the
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constitution is consistent with the standard types of provisions which are used to
endeavour to allow a trustee to deal with ifself, and we consider the better view is that the
terms of the constitution would be interpreted to have the intended effect (that is, to allow
the RE to deal with itself in two different capacities).

21. Clause 13 of the constitution confers on the RE all the powers in respect of the Scheme
Property that it is possible under the Law to confer on a responsible entity and on a trustee,
and to the extent allowed by law, to deal with any property, and to exercise all powers of a
mortgagee pursuant o the mortgage terms and conditions.

22. Accordingly, the constitution does not expressly restrict the RE from agreeing to the
Gujarat settlement terms and the proposed split of litigation proceeds with itself in the
capacity as trustee of MPF, and provides sufficient powers for the RE to undertake such
matters {subject to its general law duties, and any other relevant legal requirements).

Comply with General Law Duties

23. The RE as trustee of FMIF must comply with its general law fiduciary duties as a trustee
when agreeing to any split of the litigation proceeds with MPF, and agreeing to the Gujarat
seftlement terms pursuant to which'the RE will be obliged to releass its security over the
Belipac Land in consideration for the payment of some of the litigation proceeds.

24, Although such duties take various different forms, and are often inter-related, the
fundamental duty of all trustees is that.of undivided loyalty to its beneficiaries (or to always
act in the best interests of its beneficiaries). In the context of this transaction, the duties
can probably best be summarised as the dufy to act in the best interests of the
beneficiaries, the no-profit ruie, and the no-conflicts rule.

25. The RE therefore needs to always act in the best interests of the members of the FMIF
when making any dscision regarding the split of the litigation proceeds and the terms of the
Gujarat settlement. We assume that the RE has considered all feasible options for the
recovery of the loan advanced by FMIF to Bellpac, and Is satisfied that the result of the
litigation with Gujarat, being the terms of the proposed settlement, are in the best interests
of FMIF members. In addition, we assume that the RE is satisfied that there is 2 need to
reach agreement with the MPF trustee about sharing the litigation settiement proceeds with
the MPF (because the overall settiement cannet occur without the agreement of the MPF
trustee - for example, it needs to release its security and pay Coalfields to withdraw its
caveats).

26, The ne-conflict rule provides that trustees must avoid a situation where their own interest
may conflict with their duties as trustee, or where two different duties may confiict. The no-
profit ruie stipulates that a trusteg must not obtain an unauthorised profit from the trust.

27. In this case, there are two areas of conflict for the RE as responsible entity of the FMIF.
The first is between the RE as responsible entity of the FMIF and the RE as trustee of the

MPF.

We assume that any decision regarding the terms of the Gujarat settlement and the spiit of
the litigation proceeds witl be made on the basis of what is in the best interests of FMIF's
members, and net for the purpose of benefitting the members of the MPF. If the proposed
dealings. are considered by the RE to be on arm's length terms for the purposes of Chapter
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2E/Part 5C.7 (see paragraphs 39 to 50 below) then this will presumably be an important
factor used by the RE in reaching this conclusion.

28. The second area of conflict is between the RE as responsible antity of the FMIF and the
RE personally. We assume that the decision by the RE in respect of the split will not be
made in order to benefit the RE (or any of its associates) personally, for example, by
ensuring that the effect of splitting the proceeds in a certain way resuits in the RE receiving
more fees or some other benefit that would not have occurred had the split been done ina

different way.
issues for the RE as trustee of MPF
Comply with Constitution

29. The RE will need to comply with the MPF's constitution when agreeing to the Gujarat
settlement terms and the proposed split of litigation proceeds with the FMIF.

30. Similar to the terms of the FMIF constitution, clause 26.1 of the constitution provides that
subject to the .aw, nothing in the constitution restricts the RE from dealing with itself as
trustee or responsible entity of another trust, being interested in any contract or transaction
with itself as trustee or responsible entity of another trust, or acting in the same or similar
capacity in relation to any other trust or managed investment scheme. The comments in
paragraph 20 above also apply to ctause 26.1 of the constitution for the MPF.

31. The following provisions in clause 12 of the constitution are refevant to the power of the RE
1o enter into the Gujarat settlement terms and to agree to a split of the litigation proceeds:
12.1 The Manager has all the powers:...

(b} in respect of the Scheme and the Scheme Property that it is possible under the Law to
confer on a Manager and a Trustes;

12.2 Without limiting the generality of clause 12.1, the Manager may:

(a) purchase, sell...enter into any other agreement or dealing including the surrender or
termination of any dealing in relation to any property forming or which is to form part of the
Scheme, on any terms the Manager thinks fit;

{e) exercise any Power and perform all obligations In relation to any property forming part of
the Scheme as if the Manager'is the beneficial owner of the property.

(g) enter into possassion of and manage any property interests of the Scheme.

12.8 Without limiting the generality of clause 12.1, the Manager may:

(b} refer any dispute affecting the assets of the Scheme to arbitration, other than a dispute
involving a Member; and

(c) settle on any terms any matter which arisas in relation to the Scheme (if the Manager
settles any matter the settfement is binding on all persens interested in the- Scheme,
including all Members).... '
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12.10 To the extent allowed by law:

(b) the Manager may deal with any property to exercise all the powers of a mortgages
pursuant to the inortgage terms and conditions.

32. Accordingly, the constitution does not expressly restrict the RE from agreeing to the
Gujarat settiement terms and the proposed split of litigation proceeds with itself in the
capacity as trustee and responsible entity of FMIF, and provides sufficient powers for the
RE to undertake such matters (subject to its general law duties, and any other relevant
leqgal requirements).

Comply with General Law Duties

33. The RE as trustee of MPF must comply with its general law fiduciary duties as a trustee
when agreeing to any split of the litigation proceeds with FMIF, and agreeing to the Gujarat
seftlement terms pursuant to which the RE will be obliged, In consideration for the payment
of some of the litigation proceeds, to release its security over the Bellpac Land and to pay
Coalfields to withdraw its caveat.

34. Our analysis regarding the duties of a fiduciary in paragraphs 23 and 24 above are equally
applicable in the context of the RE acting in its capacity as trustee of MPF.

35, The RE therefore needs to always act in the best interests of the members of the MPF
when making any decision regarding the split of the litigation proceeds and the terms of the
Gujarat settlement, We assume that the RE in its capacity as trustee of MPF has
considered all feasible options for the recovery of the loans advanced by MPF to Bellpac,
and is satisfied that the result of the litigation with Gujarat, being the terms of the proposed
seftiement, are in the best interests of MPF's members. in addition, we assume that the
RE is satisfied that there is a need to reach agreement with the FMIF responsible entity
about sharing the litigation settlement proceeds with the FMIF (because the overall
settlement cannot occur without the agreement of the FMIF responsibie entity - for
example, it needs to reiease its security).

36. As noted in paragraph 26 above, the no-conflict rule provides that trustees must avoid a
situation where their own interest may conflict with their duties as trustee. The no-profit
rufe stipulates that a trustee must not obtain an unauthorised profit from the frust.

37. In this case, there are two areas of conflict for the RE as trustee of the MPF. The firstis
between the RE as trustee of the MPF and the RE as responsible entity of the FMIF.

We assume that any decision regarding the terms of the Guijarat settlement and the split of
the litigation proceeds will be made on the basis of what is in the best interests of MPF's
members, and nof for the purpose of benefitting the members of the FMIF. if the proposed
dealings are considered by the RE to be on arm's length terms for the purposes of Chapter
2E/Part 5C.7 (see paragraphs 39 to 50 below) then this will presumably be an important
factor used by the RE in reaching this conclusion.

38, The second area of canflict is between the RE as trustee of the MPF and the RE
personally. We assume that the degision by the RE in respect of the split will not be made
in order to benefit the RE (or any of its associates) personally, for example, by ensuring
that the effect of splitting the proceeds in a certain way results in the RE receiving more
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fees or some other benefit that would not have occurred had the split been done in a
different way.

Issues for the RE as responsible antity of a registered schemse.
Related Party Transaction — Chapler 2E and Part 5C.7

39. Chapter 2E of the Corporations-Act contains specific provisions where a public company
gives a financial benefit to a "related party" of the public company.

40, Section 601LA of the Corporations Act applies the related party restrictions in Chapter 2E
to responsible entities and members of registered schemes, subject to some modifications
to take account of the difference in structure betwsen a company and a registered scheme.

41. -Section 208 (as modified by section 801LC) restricts the responsible entity from giving a
financial benefit either out of scheme property or that could endanger scheme property, to
the responsible entity or a related party, unless the responsibie entity has obtained
approval of the scheme’s members in the way set out in sections 217 to 227, or the giving
of the benefit falls within an exception set out in sections 210 to 216.

42, Section 208 therefore applies to financial benefits from the RE as responsible entity of the
FMIF to the RE as trustee of the MPF.

43. In determining whether a financial benefit is given for the purposes of Chapter 2E, section
229(1) requires any consideration that is or may be given for the benefit to be disregarded.
Section 229(2) provides that 'giving a financial benefit’ includes making an agreement that
has no binding force and giving a financial benefit that does not involve paying money (for
example by conferring a financial advantage).

44, Entering into an agreement with the MPF to split the litigation proceeds in consideration for
it releasing its first mortgage over the Bellpac Land will constitute the giving of a financial

benefit.

43. One of the exceptions in section 208 is that member approval is not needed to give a
financial benefit on terms that would be reasonable in the circumstances if the responsible
entity and the related party were dealing at arm's length, or are less favourable to the
related party than such terms. In the context of this transaction, member approval will not
be needed if the financial benefit from the RE as responsible entity of the FMIF is on terms
that would be reasonable in the circumstances if the RE as responsible entity of the FMIF
and the RE as trustee of the MPF were dealing at arm's length, or are less favourable to
the RE as trustee of the MPF than such terms (although if the terms were less favourable,
this would raise issues for the RE as trustee for the MPF in reaching the conclusions noted

in paragraphs 35 and 37 above).

46, ASIC has released a consultation paper (CP 142) about related party dealings, which
includes Chapter 2E/Part 5C.7 dealings.

The consultation is being undertaken prior to ASIC preparing guidanb.e to help companies
and responsible entities decide whether member approval should be sought under Chapter
2E/Part 5C.7 for a related party transaction.

The proposed guidance will focus on:
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e relevant factors to consider when deciding whether the ‘arm’s length’ exception in
$210 applies;

e the need to consider all relevant factors, not just individual factors in isolation;
and

¢ the need to consider seel{ing member approval in cases of doubt about whether
an exception applies.
Although the ASIC guidance has not yet been prepared (as the current paper is simply a
consultation paper) and although such guidance will not be determinative of the actual
legal position (as it will just be ASIC's views on the various issues, not a court's views) the
issues discussed in the consultation paper are likely fo be useful to the RE in deciding
whether the arm’s length exception in section 210 of the Corporations Act wouid apply.

We have therefore set out the relevant provisions of CP 142 in the schedule to this
advice.

47. You will see from the relevant provisions of CP 142 that expert advice received by the RE
is a very important factor (although not the only factor) in deciding whether a transaction is
arm's length. For example, paragraph 42 of CP 142 notes that "If the report is prepared in
accordance with RG 111 and RG 112 and concludes that the transaction is 'fair and
reasonable' it is more likely that the-transaction is-on arm's length".

48, The RE has (on behalf of both FMIF and MPF) identified an independent expert, WMS
Chartered Aceountants, to provide a report on the transaction. WMS Chartered
Accountants has referred to CP 142 in some detail in providing its report, and has noted
that the report is specifically being provided to the RE for the purposes of Chapter 2E of the
Corporations Act, and that the report may be used by the RE's directors in determining a
fair and reasonable split of the litigation praceeds. The report also makes it clear that
“there is significant reliable data from comparable transactions between parties dealing at
arm's length to positively conclude a fair and reasonable split of the litigation proceeds to

FMIF and MPF".
49. The WMS Charterad Accountants report concludes as follows:
"In gur apinion, the proposed split of 65% to FMIF and 35% to MPF is fair and reascnabile
having regard to comparable arm’s length transactions”. .

50. Caonsequently, the conclusion in the WMS Chartered Accountants report will be an
important factor in the RE's decision in respect of the split of the litigation proceeds.
However, as ASIC makes clear in CP 142, the RE should not rely solely on the report. In

particular:

{a) The directors of the RE must make "their own independent assessment' of the
relevant matters.

{b) Adbvice from WMS Chartered Accountants does not replace "careful judgement by
the directors". ‘

Duties of a responsible entity

51. Section 801FC(1) requires the responsible entity of a registered scheme in exercising ifs
powers ard carrying out its duties to, amongst other things:
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52.

53.

54,

(&) act honestly (s801FC(1)(a));

(b) act in the best interests of the members of the scheme and, if there is a conflict
between the members' interests and its own inferests, to give priority to the
members' interests (s601FC(1)(c})); and

(c) comply with the scheme's compliance plan

The statutory duties in section 601FC(1)(a) and (c) are similar to the duties which the

respansible entity would have at general law as a fiduciary and trustee (which are

discussed in paragraphs 23 fo 28 above}.

The RE will therefore need to conclude that the proposed split of the litigation proceeds

and the terms of the Gujarat settiement are in the best interests of the members of the

FMIF.

The RE will also need to review the FMIF's compliance plan and ensure that any specific

procedures set out in the compliance plan to manage conflicts of interest of this nature are

followed. We have not reviewed the terms of the compliance plan.

Issuas for the RE as an AFS Licensee

55.

56.

57.

The RE holds an Australlan financial services licence, which is relevant to its capacity as
responsible entity and trustee of FMIF, and as trustee of MPF. As an AFS licensee the RE
has the following general obligations under section 812A of the Corporations Act:

(a) to do all things necessary té ensure that the financial services covered by its
licence are provided efficiently, honestly and fairly (s912A(1)(a));

{b) to have adequate arrangements in place for managing conflicts of interest
(s912A(1)(aa)). ‘

The RE will need to be satisfied that the terms of the Gujarat settlement and the proposed

split of litigation proceeds does not unfairly put the interests of one client (e.g. FMIF) ahead

of the interests of its other client (e.g. MPF) or vice versa.

The RE will also need to ensure that it follows any procedures or policies it has established

in accordance with section 912A(1)(aa) for managing conflicts of interest.

Issues for RE as public company

58.

59,

As noted above, Chapter 2E of the Corporations Act contains specific provisions where a
public company (such as the RE) gives a financial benefit to a "relaied party” of the public
company. :

in particular, section 208 restricts such a financial benefit unless the public company has

obtained approval of the public company's members in the ways set out in section 217 fo
227, or the giving of the benefit falls within an exception set out in sections 210 to 2186.

One of those exceptions is that member approval is not needed to give a financial benefit
on terms that would be reasonable in the circumstances if the public company and the
related party were dealing at arm's length, or are less favourable to the related party than
such terms.

Although the financial benefit in this case is likely to come from the assets of the FMIF or
the MPF rather than from the RE's personal assets, in the event that the RE's right to
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indemnification out of the assets of the FMIF/MPF is reduced by the RE's fraud, negligence
or wilful default, the henefit will come from its personal assets.
60. However, to the extent there is any separate operation of Chapter 2E (beyond its

application under Part 5C.7) we consider that if the fransactions are on arm'’s length terms
for the purposes of Part 5C.7, they will also be on arm's length terms for the purposes of

Chapter 2E.
Issues for Directors of RE
61. The Corporations Act and the gene}al law impose a number of obligations on directors to

ensure that they avoid conflicts of interest and act in accordance with their fiduciary
responsibilities. These obligations include the following:

(a) Section 180(1), which requires a director to exercise the degree of care and
diligence that a reasonable person would exercise if they occupied the same
position and had the same responsibilities within the company.

{b)  Section 180(2), which provides that a director who makes a business judgement is
taken to meet the requirements of section 180(1) if they make the judgement in
good faith for a2 proper purpose, do not have a material personal interest in the
subject matter, inform themselves about the subject matter to the extent they
reasonably believe is appropriate, and rationally believe that the judgement is in
the best interests of the corporation.

{c) Section 181(1), which requires the exercise of powers and duties in good faith in
the best interests of the corporation, and for a proper purpose.

(d)  Section 182(1), which prohibits a director from improperly using their position to
gain an advantage for themselves or someone else, or cause detriment to the
corporation,

(e} Section 191(1), which obliges a director with a materiai personal interest in a
matter that relates to the affairs of the company to give the other directors notice of
the interest, subject to certain exceptions.

{f)  Section 195(1), which contains restrictions on a director of a public company with a
material personal interest being present while a matter is being considered at a
meeting, or voting on the matter, subject o certain exceptions.

(g) The general equitable principles or fiduciary doctrines that apply to directors, and
which are reflected to some extent by the specific statutory rules neted above.
These include general rules not to have a personal interest in a matter with which

_the company is dealing, not misuse their position (for example by making a.
personal gain) and not appropriate company property for their own or another
person's henefit.
62. As the RE is the responsible entity of a registered scheme (in respect of the FMIF), the
directors will also be bound by the additional duties of officers set out in section 601FD(1)
of the Corporations Act. These duties include the obligations to:
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(@) act honestly and in the best interests of the scheme members and, if there is a
conflict between the members' interests and the interests of the responsible entity,
to give priority to the members' interests;

(b) not make use of information acquired through being an officer of the responsible
entity in order to gain an improper advantage for the officer or another person; and

(c) not make improper use of their position as an officer to gain, directly or indirectly,
an advantage for themselves or for another other person or to cause detriment to

the members of the scheme.
it is likely that these statutory duties cannot be overridden by the constitution of the FMIF.

83. Generatly, the directors of a trustee company do not themselves owe direct fiduciary
obligations to the beneficiaries of the trust. However, section 601FD(2) of the
Corporations Act provides thaf the duties outlined in section 601FD({1) override any
conflicting duty an officer has under Part 2D.1 of the Corporations Act. Although this
point has not yet been decided by case law, it is possible that section 601FD(2) will mean
that directors of a responsible entity will have a direct fiduciary relationship with members
of a registered scheme. This would mean that the directors would owe the scheme
mernbers all of the proscriptive fiduciary duties that arise as between the RE itself and the
scheme members. '

64. In any event, the fact the RE is a trustee can be relevant when considering the extent of
compliance by the directors with their statutory and general law duties as direcfors. In
addition, under the principle of accessory liability, a director of a trustee company may
become subject to the same remedies that a member of the trust has against the trustee
if the director has assisted the trustee to act in breach of trust.

65. Section 197 of the Corporations Act imposes personal liability on directors of a trustee
company in ¢ertain circumstances where the trustee has acted in breach of trust, outside
the scope of its powers, or where the trustee is denied a right of indemnity from the trust
assets.

Previous Representations

66. We assume that the RE has not made any representations to the members in the FMIF or

the MPF which are inconsistent with the proposal to split the litigation proceeds in the
manner outlined in the report of WMS Chartered Accountants.

Future Disclosure

67, We assumie that the RE will disclose the conffict to members in the FMIF and MPF in due

course in accordance with its usual conflicts disclosure policies. -

Tax Issues

68. . We confirm that we have not considered any tax issues as part of this advice.

Other Issues

69. We confirm that we have not considered any other issues as part of this advice apart from
those matiers specifically addressed. For example:

(a) This advice has not considered the merits of the proposed Gujarat settiement.
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{b) We have not considered any issues arising from the preferential payment being
pursued by Bellpac's liquidators, the legal proceedings by MPF against Alfred -
Wang, or the call option for the Bellpac Land that may be granted to the FMIF and
MPF, and have not considered any conflicts issues that may arise from such

matters.

{©) We have not considered whether it is possibfe at law for a frustee of one frust (o
contract with itself as trustee of another trust (although we note that would clearly
be permissible if a third party is also a party to the contract).

{d} We have not considered the correctness of the WMS Chartered Accountants
report:

(e) We have relied on the background set out in the report from WMS Chartered
Accountants. :

Please contact us if you would like to discuss the above matters in further detail.

Regards
P g
John Beckinsale . Amy Hoban
Partner Senior Associate
John.Beckinsale@aar.com.au Amy.Hoban@aar.com.au
T +61 7 3334 3520 T +61 7 3334 3531
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Schedule

The following matters have been taken from ASIC Consultation Paper 142, and the paragraph
numbers noted below are the numbers used in that Paper.

ASIC's Summary of Legal Framework

16 The case law on the meaning of ‘arm’s iength’ suggests that this phrase refers to a relationship
between parties where neither bears the other any special duty or obligation, they are unrelated,
uhinfluenced and each acts in its own interests.

Note: See Orrong Strafegies Pty Lid v Village Roadshow Lid [2007] VSC 1 (Orrong), Australian
Securities and Investments Commission (ASIC) v Australian Investors Forum Pty Ltd & Ors (No 2)
[2008] NSWSC 267 (ASIC v Australian investors Forum) ahd ACI Operations Pty Ltd v Berri

Limited [2005] VSC 201 (Berri).

17 This meaning of ‘arm’s length’ is supported in recent case law that applies the phrase as it
appears in taxation and other legislation.

Note: See Granby Pty Lid v Federal Commissioner of Taxation (1995) 129 ALR 503 {Granby).
Trustee for the Estate of the Late AW Furse No 5 Will Trust v FCT (1990) 21 ATR 1123 (Furse)
and Australian Trade Commissian v WA Meat Exports Pty Ltd (1987} 75 ALR 287.

18 While case law in the United Kingdem also explores the meaning of ‘arm’s length’, the
exception in 5210 is different from the exceptions to the requirement for member approval for
similar transactions in other jurisdictions.

19 Specifically, ASIC v Australian Investors Forum (at para 456) indicates that in determining the
objective standards that would characterise arm’s length terms, courts should consider the
transaction terms that would result if:

(a) the parties to the transaction were unrelated in any way (e.g. financially, through ties of family,
affection or dependence);

(b) the parties were free from any undue influence, control or pressure;

(c) through its relevant decision-makers, each party was sufficiently knowledgeable about the
circumstances of the transaction, sufficiently experienced in business and sufficiently well advised
to be ableé to form a sound judgement as to what was in its interests; and

(d) each party was concerned only to achieve the best availabie commercial result for itseif in all
the circumstances.

20 In deciding whether the excaption applies, the terms on which the financial benefit is given

should be compared to the objective range of possible terms that these unrelated, uninfluenced
and self-interested parties would reasonably arrive at in the circumstances: see ASIC v Australian

Investors Forum and Crrong.

21 'In determining what outcomes unrelated parties would reasonably achieve, the following points
should also be considered: »

(a) commercial prudence should be applied and expert guidance may be required in considering
the terms of the related party transaction (ses ASIC v Australian Investors Forum) and ascertaining
common market practice; and
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(b) if the terms of the financial benefit are unusual or extracrdinary, or excessively generous, then it
~ Is less likely that the terms can be considered ‘reasonable’ and so would not be arm’s length terms
for the purposes of s210: see Orrong, Furse, Re HiH Insurance Lid (in prov liq) and HIH Casuaity

and General Insurance Ltd (in prov liq); ASIC v Adler and Others [2002] NSWSC 171 {ASIC v
Adler),

ASIC's Proposal for determining the application of the arms’ length exception (section 210}
B1 Woe propose to provide guidance in RG 76 about factors that companies and responsible
entities should take into account in deciding whether this exception applies. We propose that
companies should take into account all of the following factors:

(a) how the terms of the overall transaction compare with those of any comparable transactions
betwaen parties dealing on an arm’s length basis in similar circumstances (see paragraphs 24—29);

(b) the nature and content of the bargaining process, including whether the company followed
robust protacols to ensure that conflicts of interest were appropriately managed in negotiating and
structuring the transaction (see paragraphs 30-35);

(c) the impact of the transaction on the company (e.g. the impact of dealing on those terms on the
financial position and performance of the company) and non-associated members (see paragraphs
36-37);

(¢} any other options available to the company (see paragraph 38); and

(e) any expert advice received by the company on the transaction (see paragraphs 38-43).

ASIC’'s Explanation of above Proposal

22 The following sections explain each of the factors listed in our proposal. We propose that
companies and responsible entities should take into account all of the factors that are refevant in
the gircumstances. Companies should not make an assessiment of whether the transaction is on
arm’s length terms hased on a single factor in isolation from each of the other factors.

23 For example, it would be insufficient for a company to make this assessment based only onthe
nature of the bargaining process without considering other relevant factors, such as comparable
transactions and other available options.

Comparable transactions ]
24 A good indicator of arm’s length terms is whether the terms of similar transactions completed in
similar circumstances hut between unrelated parties in a contract for legitimate commercial bargain
are comparable to the proposed related party fransaction terms: see Furse. Companies should
seek to establish the contractual terms that prevail in the open market for similar transactions
between unrelated parties. Common experience and usual terms of trade can be taken as a guide:
see ASIC v Australian Investors Forum.

25 Common sense and commercial prudence shouid be applied and expert guidance may be
required when considering the terms of the related party transaction (see ASIC v Australian
Investors Forum) to determine the terms on which unrelated parties would contract in the same
circumstances.

26 In assessing the terms of the related party iransaction, consideration also needs to be given to
whether any key provisions such as consideration, warranties, indemnities, term and termination
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are excessively onerous or excessively generous, such that the terms do nof appear to be arm’s
length in comparison with the terms achieved by other parties on the opan market in simifar
circumstances: see Orrong. This assessment should include a consideration of whether the
contract or agreement adequately protects the interests of the company giving the financial benefit:
see ASIC v Adler.

27 Where the terms of the financial benefit are unusual or extraordinary, or excessively generous,
then they are less likely to be considered ‘reasonable’ and therefore not arm'’s length terms for the
purposes of s210: see Orrong and Furse. We consider that this will also be the case where the
circumstances of the transaction are unusual and where the terms are excessively onerous.
Extreme or unlikely autcomes should be considered to be unreasonable and thereforg not used in
the comparison.

28 We also consider that if the terms are unusual, extraordinary or excessively cnerous or
generous, it is less likely that there will be a transaction that is comparable to the proposed related

party transaction.

29 If there is no reliable data about comparablé transactions between parties dealing at arm’s
length, then it will be more difficult to determine the hypothetical reasonable arm’s length terms that
could be reached by unrefated parties. This raises the issue of how directors can conclude that the
transaction is on arm’s length terms.

Note: See Proposal B2 for a discussion about obtaining member approval when it is uncertain

~ whether the exception in 210 applies.

Bargaining process

30 Consideration of the nature and content of the bargaining process, including how the
transaction was initiated, structured, negotiated and disclosed to directors, is also relevant in
determining whether the terms of a proposed transaction are arm'’s length.

31 If the parties have dealt with each other as unrelated parties would normally do, and engaged
in a process of real bargaining, it Is more likely that the outcome of their dealings can be
considered to be arm’s length terms: see Furse and Granby. It is not necessary to show that the
parties negotiated on an arm’s length basis to decide whether the terms of a proposed transaction
are arm’s length terms for the purposes of s210 (in fact, due to their relationship, they may not
have done so).

32 However, factors relating to how the parjcies conducted themselves in forming the terms of the
transaction will be relevant fo assessing whether the outcome of their negétiations reasonably
could have been achieved by uninfluenced, self-interasted parties in the circumstances. These

factors include:

(a) whether the proposed transaction is contractual in nature, including whether it is documented in
binding form (see Orrong, ASIC v Australian Investors Forum and ASIC v Adler);

(b} the involvement in the negotiations of professional advisers representing er advising each party
(see Orrong); and

(¢} the nature of the negotiation process, including length and sincerity, whether there was ‘hard' or
‘real’ bargaining (e.g. a disinterested bargaining process that is characteristic of strangers, who are
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each applying their independent separate wilis), and whether any of the terms were negotiated at
all (see Orrong, Furse, Berri and Granby).

"33 If a director of the company has a material personal intarest in the related party transaction and
has participated in, or been privy to, negotiations with the related party, this aspect of the
bargaining process and its potential impact on the terms of the transaction should be taken into
account when assessing whether the terms are arm’s length.

34 It may also be relevant to consider the public company's bargaining position. This is not only
determined by reference to the knowiedge and experience the company has, including through its
advisers, but also by the refevant circumstances in which the transaction is contemplated.
Circumstances include the company’s desire and need to complete the transaction.

35 For example, a company in financial distress with no other viable alternatives may agree to
more onerous terms or a lower price in order to obtain a loan or a capital injection. However,
consideration of a company's bargaining position as ene factor alone should not be used as
justification for characterising non-arm’s length terms as arm’s length terms in the circumstances of

a very sfrong or very weak bargaining position.

Impact on company

36 An assessment of whether the terms of a transaction would be reasonable if the company was
dealing at arm’s length also needs to consider the implications of dealing on those terms on the
financial position and performance of the company as well as the implications for the non-
associated members. This includes the short-term and long-term implications. When deaiing at
arm’s length, companies acting in their own interests generally have the option not to proceed, or to
conduct business in a different way, if the terms do not satisfy their performance expectations.

37 This includes considering whether:

{a) there is a negative effect on the company’s financial position or performance that is not
balanced by sufficient positive effects, such that the terms wouid not be reasonabte in the
circumstances if the parties were dealing at arm’s length;

(b) the transaction fits within the company's business plan or impacts on whether the company is
able to pursue its business plan; and

(c) the terms are fair, given the expected return on the asset, the risks to which the asset is
exposed and the relative liquidity of the asset.

Other options available to the company

38 If the proposed related party transaction is one of a number of alternatives open to the
company:; ’

(a) the terms of these alternatives can provide a good comparison for what terms can reasonably
be obtained between unrelated parties in the circumstances; and

{b) if the terms of the proposed transaction are less favourable to the related party than the terms
of these dlternatives, the arm’s length exception is more likely to apply.

Expert advice
39 Directors should ensure they have, or have access to, enough knowledge or expertise to
assess proposed related party transactions-where necessary, they shouid obtain appropriate
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professional and expert advice from any appropriately qualified person: see ASIC v Australian
Investors Forum.

40 However, directors relying on information, professional advice or expert advice provided by
others must make their own independent assessment of the information: see s188. Advice does
not replace careful judgement by the directors.

41 Sometimes a public company will obtain an independent expert report on the transaction for
some other purpose, such as the ASX Listing Rules.

42 If the report is prepared in accordance with RG 111 and RG 112 and concludes that the
transaction is:

(@) ‘fair and reasonable'—it is more likely that the transaction is on arm's length terms;

(b) ‘not fair but reasonable’—the transaction is less likely to be ‘arm’s length’, absent any other
mitigating factors.

Note 1: See Section C for our proposed guidance on independent expert reports for related parly
transactions. '

Note 2: Under RG 111.56 {in Attachment 1 1o CP 143),-an expert should not take into account any
special value of the ‘target’ to a particular ‘bidder’ (e.g. synergies that are not available fo other
bidders) when determining fairness. However, special value may be part of the ‘circumstances’
relevant to considering whether the terms of the transaction are arm’s length. In this situation,
companies will need to be mindful that the price an expert has determined to be ‘fair’ may not
include special value and, therefore, may be different from the hypothetical price unrelated parties
might agree to in the ‘circumstances’: see paragraphs 48-50 for comments on the ‘circumstances’.

43 The directors, of course, will need to be satisfied that it is appropriate to rely on the expert
report, including that the opinion in the report is directly relevant to the decision at hand.

Rationale

44 While the arm’s length exception in s210 can be interpreted broadly, it is important that it is
applied corractly so that members are given an appropriate opportunity to vote on a proposed
related party transaction where the terms of that transaction are not truly arm’s length terms.

45 Our proposal aims to provide some certainty about how companies should apply the arm's
length exception from the requirement to seek member approval under Ch 2E. Our recent review of
the related party arrangements of public companies suggests that there are varying views about

bath:

{2) the scope of the arm’s rlength exception; and

{b) how to assess whether this exception applies, including what information is relevant to this
assessment. )

46 For example, our recent review indicated that;

(a] some companies failed to consider whether interested directors had participated in, or been
privy to, negotiations with the related party when assessing whether the terms of a related party

transaction were arm's length; and
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{b) in a number of instances, companies appeared to give insufficient consideration to the
application of the 5210 exception and often only referred to one of the above factors, rather than
other relevant factors.

47 For expert reports, our review showed that in most cases where an independent expert had
concluded that the transaction was:

(a) ‘fair and reasonable’—~many of the proposed factors discussed above for consideration when
assessing whether the terms of the transaction were arm'’s langth were present (however, some
companies still obtained member approval for s208 purposes); and

{b) ‘not fair but reasonable’—member approval was obtained for the purposes of s208.

48 We consider that all the circumstances in which the related party transaction occurs are
relevant. To determine whether the exception in s210 applies, a comparison should be made
between the terms on which the financial benefit is given and the objective range of possible terms
that unreiated, uninfluenced and self-interested parties wouid reasonably arrive at in the
circumstances.

49 The ‘circumstances’ could include, but are not limited to:

(a) whether there are alternative transactions apen to the company that are not with related parties;
(b) prevailing economic conditions and their impact on the parties and their relevant industries; and

(¢) any special value to the transaction (e.g. synergies available to the related party that may not be
available to other purchasers). V

Note: This is separate to the assessment of fair value of consideration by experts that does not
take special value into account if it is only available to a particular purchaser: see paragraph 42.

50 When considering the ‘circumstances’ in which the hypathetical unrelated parties would be
transacting, we consider that, generally, all circumstances of the related party transaction that have
a bearing on determining the terms are relevant, except for the fact of their relationship. This is
because recent case law requires that the related party transaction terms be compared with non-
related party transaction terms, and so to include the parties’ relationship as part of the
‘circumstances’ could defeat the purpose of the test. Where the related party is an officer who has
an interest in the transaction, companies should consider whether appropriate safeguards and
checks are included in the terms of the agreement: see ASIC v Adler.

51 The application of aspacts of this proposal is illustrated by the following examples.

Example 1

LawsonCo manufactures and sells pencils to wholesalers. It has established standard terms and
pricing for its pencils, which have been negotiated through a process of ‘hard’ or ‘real’ bargaining
with the major wholesalers through professional advisers. The pricing is reviewed on a half-yearly
basis to ensure the company remains competitive.

BanjoCa wishes to purchase pencils from LawsonCo. Ms Matilda is a director and major
sharehoider of BanjoCo. She is also a director of LawsonCo. Therefore, Ms Matilda and BanjoCo
are both related parties of LawsonCo. Ms Matilda approaches LawsonCo to negotiate a pencil
purchase agreement. ‘
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Ms Matilda proposes terms that include a long term of supply to BanjoCo, higher standards of
specifications for the pencils and a lower price.

LawsonCo does not accept ali of Ms Matilda's proposed terms, citing its standard terms and pricing
that it has established. However, it does agree during negotiations to supply pencils for the
proposed longer term.

Before entering into the agreement to sell pencils to BanjoCe, LawsonCo's directors (excluding Ms
Matilda) consider whether member approval is needed to provide the financial benefit to a related
party. The directors take into account:

= comparable agreements that LawsonCo has with its other pencil buyers and wholesalers,
including the fact that the standard terms have been used but slightly varied to extend the length of
supply;

= the nature of the negotiating process, including that this was minimat and was initiated by the
related party director;

« the positive impact that the additional revenue from a new supply agreement, for a onger than
usual term, would have on the company’s profits;

« the fact that there have been no recent approaches for new supply arrahgements other than from
Ms Matilda, and meeting this additional supply fits with LawsonCo's existing business strategy and
poses no significant opportunity cost; and )

< that no expert advice was obtained regarding this proposed iransaction.

The directors of LawsonCo decide not to obtain member approval under Ch 2E because they are
satisfied that the terms are ‘arm’s length’, after taking into account all of these factors and despite

not obtaining expert advice.

if LawsonCo had accepted all of Ms Matilda's proposed terms, this could have involved giving a
benefit that was not on ‘arm’s length’ terms. This is because in these circumstances, such an
‘agreement would not be as comparable to 6ther agresrents, would not have been produced b"y a
process of real bargaining and could potentially have a negative impact on LawsonCo's financial
performance if the pencils could be sold to other wholesalers at the higher, standard price.

Example 2

CashCo Ltd is looking to expand its existing business as a resort operator. One of its directors is
CEO and controlling shareholder of AssetCo, which awns & resort in Vanuatu. The CEQ of
AssetCo suggests to the other directors of CashCo that buying AssetCo would be a good way to

expand CashCo's business.

After only giving cursory consideration to the other options, CashCo begins to negotiate the
acquisition of AssetCo. it establishes protocols to manage conflicts of interest, which include using
separate corporate advisers and lawyers. The CEQ of AssetCo is given access to documents
showing how much CashCo might be willing to pay for AssetCo. The CEO uses this information to
obtain the best possible sale price for the shareholders of AssetCo.

Before entering into a binding agreement to acquire AssetCo, the directors of CashCo consider
whether to obtain member approval under Ch 2E. In deciding whether the arm’s length exception
applies, the directors take into account that the transaction originated from a related party and that
the reiated party, who is interested in the outcome of the negotiations, had access to commercial
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information not normally available to non-related parties, and that the company had not fully
explored other options,

After taking this into account and weighing up all the relevant factors, CashCo decides to make it a
condition precedent of the purchase agreement that approval is obtained from its members under
Ch 2E.

ASIC's Proposal for seeking member approval where there is doubt

B2 We propose to provide guidance in RG 76 that companies and responsible entities should

consider seeking member approval under Ch 2E in cases where, having taken into account ail of
the factors in Proposal B1, there is doubt about whether the transaction is on arm’s length terms.

ASIC's Explanation of above Proposal

52 This approach is consistent with the text of Ch 2E and judicial comments on the operation of
the related party provisions, which indicate the default position is that the companies shouid obtain
member approval to give a related party benefit unless an exception applies.

53 When there are potential conflicts of interest, directors have a heightened obligation to ensure
that the necessary corporate approvals, such as member approval, are obtained: see ASIC v Adler.

54 The application of aspects of this proposal is illustrated by the following example.

Example 3 ‘
BusinessCo Ltd operates a construction business. It has an existing contractual arrangement with
ServiceCo, a related party, under which ServiceCo.supplies administrative and advisory services.

BusinessCo proposes to terminate this arrahgement, it is entitled to do so without
penaitylJhowever, termination of the arrangement may trigger a default under a financing contract
that BusinessCa has with another related party, which could cause financial detriment to
BusinessCo's business.

To counter the detriment, BusinessCo negotiates a cash payment to ServiceCo to secure its
assistance in implementing the proposal. BusinessCo and ServiceCo each appoint separate
corporate advisers and lawyers. Protocaols are followed to ensure that no directors with an actual or
potential conflict of interest have access to confidential information on the negotiations or influence

in the decision-making procass.

After an in-principle agreement is reached, the directors of BusinessCo consider whether member
approval is needed under Ch 2E. The directors take into account the following:

= BusinessCo and its professional advisers are unable to identify any comparable transactions
entered into by unrelated parties dealing on arm's iength terms; '

» the nature of the negotiating process, including that this was minimal, but that negotiations had
been conducted through separate professional advisers;

= the impact the cash payment and the defauit event would have on the company's profits, as well
as the potential impact of termination and termination without the cash payment;

« the fact that other alternatives (such as renegotiating the arrangement to be terminated and other
methods of minimising the financial defriment) had not been fully canvassed in this case; and
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« the fact that expert advice had not been obtained regarding the amounti of the financial benefit in
the context of this transaction, including whether it is fair and reasonable.
In considering these factors, the directors give particular weight to the fact that no comparable

transactions between unrelated parties could be identified. The directors are uncertain about
whether the transaction is on arm'’s length ferms and, therefore, decide to seek member approval

. for the transaction under Ch ZE.

axhb A0116845894v1 000000  28.3.2011 Page 22

1217



_are

ft C -
ol {C*_f)

Y

DEED POLL

PETER CHARLES DRAKE
LISA MAREE DARCY
EGHARD VAN DER HOVEN
FRANCENE MAREE MULDER
JOHN FRANCIS O'SULLIVAN

SIMON JEREMY TICKNER

PO Box 315, Surfers Paradise Qid 4217

Level 4, ¢ Beach Road, Surfers Paradise Qld 4217
P 5584 4550 F 5504 5167

E admin@monaghanlawyers.com.au

CIvIIr . Uuo.Uu 1,V 1 £

1218




THIS DEED POLL is made the day of 2011

PARTIES:

PETER CHARLES DRAKE of 13 Albatross Avenue, Nobby Beach in the State of Queensland
LISA MAREE DARCY of 22 Rouen Avenue, Paradise Point in the State of Queensland

EGHARD VAN DER HOVEN of 10 Rowes Court, Sorrento in the State of Queensland
FRANCENE MAREE MULDER of 109 Strawberry Road, Mudgeeraba in the State of Queensland
JOHN FRANCIS O'SULLIVAN of 3A, 29 Market Place, Auckland, New Zealand

SIMON JEREMY TICKNER of 2242 The Parkway, Sanctuary Cove in the State of Queensland

(“Directors”)

BACKGRCUND
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A. LM is the responsible entity of the FMIF and the trustee of the MPF. FMIF is a registered

managed investment scheme. MPF is an unregistered managed investment scheme.

B. The Relevant Funds have made loans to Belipac and another entity and have taken security
over Bellpac land. FMIF’s loan is secured by a first registered mortgage which was granted to
The Trust Company (PTAL) Limited in its capacity as custodian of the FMIF and MPF’s loans
are secured by a second registered mortgage. As at the date of this Deed, the ioan amount

(including interest) owing to FMIF by Belipac is approximately $45.5 Million and to MPF by

Bellpac is approximately $22 Million,

C. Guijarat has a mining lease over most of the Belipac Land which allows it to use the land for the

purpose of mining without Bellpac’s consent. The lease term expires in 2023, but this term.is

able to be extended by Gujarat under legislation, and Gujarat's website indicates the mine on

the Bellpac Land has an expected life of 30 years.

D. Bellpac was originally both the land owner and lessee under the mining lease however, in

approximately 2004 Bellpac sold the mining iease to Gujarat pursuant to various documents.

It

was intended that Gujarat would relinquish the mining lease and rehabilitate the land by
December, 2007, thereby making the land available for a residential subdivision proposed by
Belipac. This did not come to fruition and Bellpac entered into litigation with Gujarat, which was

ultimately settled.  Gujarat allegedly reneged on its obligations under the settlement
arrangements despite the fact that the arrangements purportedly released Gujarat from certain
of its obligations under the 2004 purchase documents, inciuding the obligation to pay Bellpac

compensation under the mining legislation.
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E. As aresult of the disputes between Bellpac and Gujarat, the FMIF and MPF facilities fell into

arrears,

F. LM appointed receivers, and then a liquidator, to Bellpac. Shortly after the appointment of the
receivers, LM attended a meeting with Gujarat at which Gujarat indicated that in their view that
had the right to continue to occupy the Belipac Land for the term of the mining lease without
being obliged to pay compensation, and that they would only be prepared to pay $7m for the

Belipac Land.

G. At that point, LM assessed the recoverébility of the ioans and the options available to it. It took
the view that, at a practical level the land was unsaleable while Gujarat remained in occupation
and LM was receiving nothing from Gujarat to offset holding costs or interest. LM considered
Guijarat to be the only likely buyer of the Bellpac Land. Accordingly, LM issued proceedings
against Gujarat claiming under the 2004 purchase documents and the settlement arrangements
with the objective of forcing Gujarat into a position where it would purchase the Bellpac Land for

a reasonable price.

H. Shortly after LM commenced the litigation, redemptions from the FMIF were frozen which
resulted in no new funds flowing in from investors and an obligation to remit borrower's
payments to LM’s former funder, the Commonweaith Bank. FMIF was in the position of being
unable to provide funding for the litigation and of being unable to satisfy any adverse costs
orders that might have been made against LM. Accordingly, the MPF has contributed the
majority of the funding for the litigation {(and certain other actions designed to recover funds from
Gujarat or put pressure on it) amounting to approximately 91% of the total funding (the FMIF

has contributed the remaining 9%)

. The FMIF and the MPF did not enter into any formal agreement to split the proceeds recovered
by the litigation however it was the understanding of LM’s Directors that it was appropriate for
MPF's contribution to be recognised by providing MPF with a share of any proceeds recovered

by the litigation.

J. The main litigation against Gujarat proceeded to mediation and an in principle agreement was
reached between the parties pursuant to which LM will, inter alia, sell the Bellpac Land to
Gujarat and settle the litigation with Gujarat for a total consideration of $45.5m and LM will pay

$1.3m to another party, Coalfields, to secure the withdréirvai of certain caveats.

K. LM considers the proposed settlement arrangement with Gujarat to be the best possible result it
could have obtained on behalf of both FMIF and MPF.
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L. LM (on behalf of both FMIF and MPF) instructed WMS Chartered Accountanis to provide an
oginion as to what would be a fair and reasonable split of the likely litigation proceeds to be
received by FMIF and MPF. LM has confiirmed that WMS Chartered Accountants is

independent from it, its directors and controllers.

M. WMS Chartered Accountants provided the WMS Report. The WMS Report conciudes that:

“In our opinion, the proposed split of 65% to FMIF and 35% to MPF is fair and reasonable
having regard to comparable arm’s length transactions”.

OPERATIVE PROVISIONS:

The parties agree in consideration of, among other things, the mutual promises contained in this
Deed: )

1. DEFINITIONS AND INTERPRETATION

1.1 Definitions

Bellpac Land means the land that is described in the Schedule.

Bellpac Settlement means the principal agreement that has been reached between LM
and Gujarat pursuant to which LM will inter alia sell the Bellpac Land to Gujarat and settle
the litigation with Gujarat for a total consideration $45.5 Million and the RE will pay $1.3m to
Coalfields to secure the withdrawal of certain caveats.

Compliance Plans means the compliance plans of MPF and FMIF
Constitution means the constitution of FMIF.

Directors means Peter Charles Drake, Lisa Maree Darcy, Eghard Van Der Hoven,
Francene Maree Mulder, John Francis O'sullivan and Simon Jeremy Tickner.

FMIF(means LM First Mortgage Income Fund ARSN 089 343 288.

FMIF Mortgage means the real property morigages dated 21 March 2003 granted by
Bellpac Pty Ltd ACN 101 713 017 (Receivers and Managers Appointed) (in Liquidation} in
favour of the Trust Company (PTAL) Limited ACN 008 412 913 and registered in the New
South Wales Land and Property Information Office as registered dealing number 9481438R

and Book 4382 no. 489.

FMIF RE means LM in its capacity as responsible entity for the LM First Mortgage Income
Fund ARSN 089 343 288.

Gujarat means Gujarat NRE Coking Coal Limited ACN 111 244 896.
LM means LM Investment Management Limited ACN 077 208 461.
MPF means LM Managed Performance Fund.

MPF Mortgage means the real property mortgages dated 17 December 2004 granted by
Bellpac Pty Ltd ACN 101 713 017 in favour of LM Investment Management Limited ACN
077 208 461 and registered in the New South Wales Land and Property Information Office
as registered dealing number AB211547W.

MPF Trustee means LM in its capacity as trustee for the LM Managed Performance Fund.
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Proceeds Split means the proposal between FMIF and MPF under which is it proposed to
spiit the proceeds that it has recovered from the litigation in the ratio of 65% of the proceeds
to the FMIF and 35% of the proceeds to MPF.

RE means a Responsible Entity as that term is defined in the Corporations Act 2001.

Relevant Funds means both the LM First Mortgage Income Fund ARSN 089 343 288 and
the LM Managed Performance Fund and where the context permits any one of them.

Schedule means the Schedule to this Deed.

Scheme has the same meaning as in the Corporations Act 2001.

Settlement Proposals means the Bellpac Settlement and the Proceeds Split.
Trust Deed means the Trust Deed of the MPF.

WMS Report means the WMS Report dated 7 March 2011.

1.2 Interpretation
In this document, uniess the context otherwise requires:
(a) Words importing the singular are taken to include the plural and vice versa.
(b) References to laws include all laws amending, consolidating or replacing the laws
referred to.
(c) Headings do not form a part of this document and are inserted only for convenience
of reference.
2. DIRECTORS CONSIDERATIONS
2.1. The Directors gave careful consideration to:-

(a) the circumstances that are described in the Background to this Deed.

() possible conflicts that may arise as a result of the Settlement Proposals flowing from
LM preferring the interest of one of the Relevant Funds against the other;

(c) procedures in the Constitution, the Trust Deed and the Compliance Plans (and any
other procedures that are in place) in respect of conflicts of interest;

(d) general law and statutory duties that relate to directors under the Corporations Act
2001;

(e) the issues raised by and considerations suggested in the ASIC Regulatory Guide 76
which deals with related party dealings which inciudes chapter 2.E Part 5C.7
dealings including but not limited to:-

i directors meetings ~ voting restrictions

il. exceptions in chapter 2E of the Corporations Act 2001 to the requirements
to obtain member approval for giving a financial benefit to a related party;,

iii. how the terms of the overall transaction compare with those of any
comparable transactions on an arm’s length basis;

iv. the nature and content of the bargaining process between the Relevant
Funds;

v. the impact of the Settiement Proposals on the Relevant Funds;
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vi, and other options available to the Relevant Funds; and
vii. any expert advice received by the Relevant Funds in relation to the
Settlement Proposals.
3. DIRECTORS CONCLUSIONS
3.1. After giving full and comprehensive consideration to all of the relevant issues, the Directors

have concluded that;-

(a) the interests of LM as RE of FMIF do not conflict with its duties as trustee of the MPF
and LM wilt not obtain an unauthorised profit from either of the Relevant Funds if the
Settlement Proposals were to proceed.

(b) thefe is a need for the FMIF RE to reach agreement with the MPF Trustee about
sharing the litigation settlement proceeds with the MPF because the overall settlement
cannot occur without the agreement of the MPF Trustee.

(c} nothing in the Constitution or the Trust Deed restricts LM from dealing with itself as
trustee or RE of another trust (or Scheme), from being interested in any contract or
transaction with itself as trustee (or RE) of another trust or Scheme or acting in the
same or similar capacity in relation to any other trust or Scheme.

(d) the Trust Deed confers on LM all of the powers in respect of trust property that it
requires to deal with any property and to exercise all powers of the mortgagee pursuant
to the terms and conditions of the MPF Mortgage.

(e) the Constitution confers on LM all of the powers in respect of FMIF scheme property
that it requires to deal with any property and to exercise ail powers of a mortgagee
pursuant to the terms and conditions of the FMIF Mortgage.

(f) the Settlement Proposals are permitted by the Trust Deed and the Compliance Plan
and are fair to the Relevant Funds given the expected return on the assets.

(g) apart from the Settlement Proposals there is currently no other reasonable alternative
open to either of the Relevant Funds in achieving a reasonable outcome for each of the

Relevant Funds.

(h) the Settlement Proposals are in the best interests of each Relevant Fund’s members.

(iy the approval by LM of the Settlement Proposals will not be made in order to benefit LM
(or any of its associates) personally.

(). LM as trustee of MPF will comply with its general law fiduciary duties as a trustee if it
agrees to the Settlement Proposals pursuant to which MPF will be obliged to release its
security over the Bellpac Land.

(k) LM as RE of FMIF will comply with its general law fiduciary duties as RE if it agrees to
the Settlement Proposals.

(I} the acceptance of the Settlement Proposals will have no negative effect on either of the
Relevant Funds’ financial positions or performance that is not balanced by sufficient
positive effects such that the terms of the Settlement Proposals are not unreasonable
in the circumstances if the parties were dealing at arm’s length.

(m) the Settlement Proposals would be reasonable in the circumstances if LM as RE of the
FMIF and LM as Trustee of the MPF were dealing at arm’s length — the Directors have
come to this conclusion on the basis of their own experience and previous dealings in
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relation to comparable transactions as well as the WMS Report. The proposed
Proceeds Split is similar to that which would prevail in the open market for similar
transactions between unrelated parties and is not extraordinary or excessively
generous - in giving consideration to this issue, the Directors considered the litigation

funding practices in the open market.

{n) in light of the independent expert advice as well as a report that has been prepared in
accordance with RG111 and RG112 has been received the Settlement Proposals are fair

and reasonable and are approved.

4, DIRECTORS ACTIONS

4.1 In reaching their decisions, the Directors have:-

{a) acted honestly;

(b) acted in the best interests of the members of the relevant schemes; and

(c) compiied with the relevant schemes’ compliance plans.

5. RECITALS

The parties agree that the recitals form part of the Deed and are binding on the parties.

6. GOVERNING LAW AND JURISDICTION

6.1 This Deed is governed by the laws of Queensland.

EXECUTED and delivered as a Deed in Queensiand on the date set out above.

EXECUTED by LM INVESTMENT MANAGEMENT
08 461 in accordance with

)

)

section 127 of the orations Act 2001 (Cth): )
: )

)

fin%vdiiééémﬁxl CAng L

Full name of Director/Secretery Full name of Director

SIGNED SEALED AND DELIVERED by LISA
MAREE DARCY in the presence of:

e e S ot e
“"‘bré
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Print name and address of witness

SIGNED SEALED AND DELIVERED by EGHARD
VAN DER HOVEN in the presence of;

ture of Witness -

..:\./)ﬁ/( 7R pr-u@(:/dne G ela

Print name and address of witness

SIGNED SEALED AND DELIVERED by PETER
CHARLES DRAKE in the presence of:

\_/ NG W\%{(\Qrp&/\
Skt Sradhec, WO

Prlnt naigne and address of witness

SIGNED SEALED AND DELIVERED by
FRANCENE MAREE MULDER in the presence of:

Prlnt name and address of wstness

SIGNED SEALED AND DELIVERED by JOHN
FRANCIS O’SULLIVAN in the presence of;

Print name and address of witness

{0D016481.}
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SIGNED SEALED AND DELIVERED by SIMON
JEREMY TICKNER in the presence of:

L N
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SCHEDULE

The land comprised in Certificates of Title Folio Identifiers:

11

1.2
1.3
1.4

1.5
1.6
1.7
1.8
1.9

1.10
A1
1.12

Folio identifier auto consol 5§333-243

Schedule of Parcels

(a)
(b)
(c)
(d)
(e)

(k)
0

3/60975 being Lot 3 in DP60975

30/751301 being Lot 30 in DP751301 in Crown Plan 228.672
31/751301 being Lot 31 in DP751301 in Crown Plan 228.672
32/751301 being Lot 32 in DP751301 in Crown Plan 228.672
63/751301 being Lot 63 in DP751301 in Crown Plan 228.672
68/751301 being Lot 68 in DP751301 in Crown Plan 195.672
69/751301 being Lot 69 in DP751301 in Crown Plan 228.672
70/751301 being Lot 70 in DP751301 in Crown Plan 228.672
71/751301 being Lot 71 in DP751301 in Crown Plan 229.672
1/1046069 being Lot 1 in DP1046069

211046069 being Lot 2 in DP1046069

1/1046070 being Lot 1 in DP1046070

130/751301 being Lot 130 in DF 751301 in Crown Plan 307.1521

31/1006012 being Lot 31 in DF1006012

Folio identifier auto consol 1833-110

Schedule of Parcels

(@)
(b)
()
(d)

1/1052074 being Lot 1 in DP1052074
2/1052074 being Lot 2 in DP1052074
3/1052074 being Lot 3 in DP1052074
4/1052074 being Lot 4 in DP1052074

1/630761 being Lot 1 in DP630761

1/986675 being Lot 1 in DP986675

1/986676 being Lot 1 in DPS86676

1/534522 being Lot 1 in DP534522

Folio identifier auto consoi 1644-66

Schedule of Parcels

@

(b)

95/4414 being Lot 95 in DP4414
96/4414 being Lot 96 in DP4414

151/667029 being Lot 151 in DP667029

1/225021 being Lot 1 in DP225021

2/225021 being Lot 2 in DP225021

{00016481.)
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1.13
1.14
1.15
1.16

117
1.18
1.19
1.20

-10-

3/225021 being Lot 3 in DP225021
4/225021 being Lot 4 in DP225021
1/77407 being Lot 1 in DP77407
Folio identifier auto consol 8643-188

Schedule of Parcels

(8)  34/751301 being Lot 34 in DP751301 in Crown Plan 265.672
(b)  6/793358 being Lot 6 in DP793358

66/751301 being Lot 66 in DP751301

67/751301 being Lot 67 in DP751301

1/652833 being Lot 1 in DP652833

6001/1077301 being Lot 6001 in DP1077301

(00016481}
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