settlement. He advised me that he has agreed to again extend the sunset date to 18 May

2018;

e The Bellpac liquidator has recently been pursuing WCL for an update on their progress with
preparation for the shareholders meeting however, a response has not yet been received.

1.2.3 Redemptions and Distributions paid to Class B Unit Holders

| refer to my previous updates to investors and summarise the background as follows:

@

Investigations have been undertaken via the PE conducted in 2015 and subsequent thereto in
relation to redemptions and distributions paid to the Class B unit holders (Feeder Funds) when
the Fund had suspended redemptions and distributions to other classes of members;

The Feeder funds are the LM Currency Protected Australian Income Fund (CPAIF), the M

Institutional Currency Protected Australian Income Fund {ICPAIF) and the LM Wholesale First
Mortgage Income Fund (WMIF);

On 28 July 2017, | caused to be filed an amended statement of claim against LMIM and the
Feeder Funds and the claim was then formally served on the parties. The relief sought in the
claim includes dectarations to withhold from distributions or payments otherwise payable
from the Fund te:

CPAIF in the sum of $40,583,109.06 plus interest, as adjusted for the difference
between the sum paid for capital distributions in early to mid-2013 and the amount

the CPAIF would otherwise have been entitled as referred to in the amended
statement of claim;

ICPAIF in the sum of $5,044,118.30 plus interest, as adjusted for the difference
between the sum paid for capital distributions in early to mid-2013 and the amount

the CPAIF wauld otherwise have been entitled as referred to in the amended
statement of claim;

WMIF in the sum of $9,432,090.76 plus interest, as adjusted for the difference
between the sum paid for capitat distributions in early to mid-2013 and the amount

the WMIF would otherwise have been entitled as referred to in the amended
statement of claim

In October 2017, | caused to be filed an application under Section 59 of the Trusts Act to seek
directions in relation to how the differing interests of LMIM are to be represented in the
proceedings and an application under Section 500 of the Corporations Act to seek leave to
proceed against EMIM (which is required because it is in liquidation) (the Applications);

The receivers for the CPAIF and ICPAIF (Grant Thornton) have advised they will not consent
to my Section 59 application unless orders are made:

o that their reasonable costs and fees be fixed by the Court and paid out of the FMIF
up to them preparing and filing a defence and considering any Reply filed by me;

e that | disclose to them certain books and records as requested by them.
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* The parties consented to adjourn the hearing of the Applications (which was originally set
down on 8 December 2017) to a date to be fixed.

t summarise developments since my previous update to investors as follows:

I have also informed the parties that | will be making an application to have the matter listed

on the Court’s commercial list. The application and supporting documents have been prepared
in respect of this application and sent to the parties for their comments;

It is intended that the Applications and the Commercial List Application will be set down for
hearing shortly, at which time [ will also seek directions for the further conduct of the
proceedings. At the hearing of those Applications, | also intend to seek orders for a timetable
for the future conduct of the proceedings, including the fiting of defences and replys;

F'am also corresponding with the parties as to the provision of certain documents requested
by them to assist with the just and expeditious resolution of the real issues of the proceedings,

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

e the CPAIF and ICPAIF are not likely to receive any distribution in the winding up of the FMIF;

* the WMIF is likely to receive a smaller distribution than it otherwise woutd have been entitled,
subject to the outcome of litigation against the FMIF and future operating costs of the FMIF;

. o the FMIF can use the funds which otherwise would have been paid to the Feeder Funds for
distributions to investors generally instead and, as a result, the return to other investors (Class
A and Class C) is likely to increase.
I will keep investors updated as to the progress of this claim.
1.2.4 Various claims against guarantors

Developments since my last report to investors are as follows:

Judgement has been obtained against the guarantor that defaulted on a payment obtigation
in a deed of settlement entered into with him however, my solicitors have had difficulties in
serving the judgment on the guarantor. Onee service has been effected and if the guarantor
then fails te pay the judgement, bankruptcy proceedings may then be pursued;

| recently received a report from the trustee of a bankrupt guarantor that his investigations
have identified potential recaveries for the benefit of creditors of which the Fund is the major
creditor. | am liaising with the trustee in regard to his continuing investigations and
negotiations with certain of the parties involved in the tand development, the proceeds of
which we are informed the bankrupt has an entitlement.

1.2.5 Woestern Union

Western Union held funds on account of the FMIF, which represented investor distributions returned
due to incerrect account detaits held.

~i
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Western Union sought to set off funds held in the FMIF account against liabilities of other LM related
entities, however a confidential commercial settlement has been negotiated. This matter was
finalised and the settlement funds deposited into the Fund’s bank account during the Period.

1.2.6  Liquidaters of LMIM (FT1 Consulting) -
1.2.6.1  Application for remuneration approval

[ refer to my previous updates to investors and summarise the background as follows:

FTI filed a Further Amended Originating Application on 16 December 2015 for the
determination of their remuneration claimed as administrators or liquidators of LMIM in the
amount of $3,098,251.83 for the periad from the date of their appointment to 30 September
2015 from assets of the Fund;

= Judgement was reserved;

FTI had not submitted further details of their additional remuneration and costs claimed after
mid December 2015 as they were awaiting the outcome of the judgement noted above.

The Court handed down its reasons for judgment on 17 October 2017. Orders reflecting His
Honour’s reasons for judgment were made on 22 November 2017 that FT! be paid a total of
$1,827,205.23 plus any GST for remuneration and out of pocket expenses from property of
the FMIF for the relevant period. The result is a significant cost saving for the investors as the
amount to be paid to FTI from property of the FMIF for the relevant period is significantly less
than the claimed amount from the property of the FMIF of approximately $3.1 million (ptus
GST);

As to the costs of the proceedings, the court orders provide that certain specified proportions
of FTI's costs an an indemnity basis are to be paid from the property of the Fund and three

other LM funds. The quantum of those costs is to be assessed if they cannot be agreed between
FTl and me.

I summarise developments since my update to investors as follows:

= FTI filed an application on 19 December 2017 for further orders against me for payment of
the amounts ordered on 22 November 2017 to be paid. That application has been adjourned
to a date to be fixed;
The amount of $1 ,SZT,ZO-5»,23, being the remuneration (excluding any ameunt for GST) for the
period to 30 September 2015 as approved by the Court, was paid on 20 December 2017
together with an amount of interest. However, a dispute has arisen as to the appropriate
treatment for GST purpoeses (by FT1, LMIM and the FMIF) of any GST attributabte to the work
performed by FTI. The additional amount claimed for GST has not been paid by the Fund.

1.2.6.2  Indemnity claim against the Fund and proof of debt process

As advised in my previous reports to investors, the orders handed down in relation to FTI’s ongoing
role and extent of their powers and responsibilities set out, amongst other things, the process for me
to adjudicate on claims made by LMIM for indemnity against the property of the FMIF in respect to
any expense or liability of, or claim against, LMIM in acting as Responsible Entity of the FMIF,

[V
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I refer to my previous updates to investors and summarise the background as follows:

-]

FTI submitted two indemnity claims for $241,453.54 and $375,499.78 against the assets of
the Fund;

The first claim of $241,453.54 relates to legal costs incurred in relation to the appeal of the
decision appointing me as receiver to wind up the Fund. | rejected this claim in full;

In respect of the second claim, | accepted and paid $84,954.41 ($93,449.85 less GST of
$8,495.44) (Accepted Claim), rejected $169,243.26 and deferred $5,473.59 pending the

judgement to be handed down in relation to FTI’s remuneration application. The balance of
FTU’s claim has been withdrawn;

FTl made an application to Court challenging my decision to reject their indemnity claim
noted above (Indemnity Application);

I obtained judicial advice to the effect that | am justified in raising the clear accounts rute in
opposition to the Indemnity Application, in relation to certain identified claims;

FTI’s Indemnity Application challenging my decision to reject FTI’s indemnity claim was heard
on 19 and 20 June 2017. The Court reserved its decision;

The Court handed down its reasons for judgment on 17 October 2017. His Honour found that
the legal costs of the appeal in 8895 of 2013 of $263,127.13 and costs of assessment of those
costs in the sum of $9,068.68 cannot be paid out of the property of the FMIF, that the
Liquidators are entitled to direct indemnity out of the FMIF for various amounts totalling
$44,158, and that the clear accounts rule operates to suspend LMIM's claimed right to
payment from the assets of the FMIF until the resolution of the claim made in the proceeding
11560/16 (the LMIM Claim) and that LMIM's indemnity claims, to the extent that they are
otherwise maintainable, should not be finally resotved until the LMIM Claim is resolved;

Orders reflecting His Honour’s reasons for judgment were made on 22 November 201 7;

As to the costs of the proceedings, the court orders provide that 90% of FTV's costs of the

application be paid on an indemnity basis as agreed with me or otherwise as assessed by the
Court;

In summary, of the total amount sought of $616,953 under FTI's indemnity claim, only
$129,112 has to be paid from the Fund’s assets.

I summarise developments since my update to investors as follows:
e The amount of $44,158 was paid to FTl on 20 December 2017

Please note that material filed, decisions and orders made in relation to FTPs remuneration claim
and indemnity claim are available on the websites

www.lmfmif.com  and
www . Iminvestmentadministration.com.

1.2.6.3 Additional remuneration claimed

As the judgement had been handed down, | requested FTI to provide details of any additional

remuneration and costs incurred subsequent to the remuneration claimed in the above mentioned
court application.
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FTI has informed me that for the period since late 2015 and up to 31 December 2017 they have
incurred additional remuneration of $329,678 plus GST and expenses of §7,731 plus GST. FT1 have

advised that they propose to make application to the court for the approval of the remuneration
shortly.

FTI have provided me with these figures so that the Fund may properly recard the expense in the
December 2017 management accounts. 1 have yet to receive details of these amounts claimed and

FTI have advised these amounts are subject to change based on the formulation of its application for
court approval.

1.2.6.4 Proof of debt process

If a debt or claim is admitted by FT! in the winding up of LMIM and a claim for ndemnity out of the
FMIF with respect to such debt or claim is identified, | summarise the process as outlined in the Court
Orders as follows:

3

FT1 must notify me within 14 days of the claim for indemnity against the assets of the Fund;

L]

Within 14 days | may seek further information in relation to the claim;

e Within 30 days of receipt of the claim from FT} or from receipt of further information | have

requested, | am required to:
o Accept the claim, or
o Reject the claim, or
o Acecept part of it and reject part of the claim; and
o To give FTI written notice of the decision;

I am required to give FT! written reasons for rejecting any part of a claim within 7 days after

giving notice of my decision including those claims identified through the proof of debt
process. mentioned above:

Within 28 days of receiving a notice of rejection, FTI may apply to the Court for directions in
relation to the rejection and advise the creditor of my decision and other specified matters.

| have sought a number of updates from FTI as to when they will be commencing the process. | am
hopeful that this process can be undertaken in the near future so the quantum of any creditor claims
against the Fund can be ascertained and dealt with as soon as possible. These claims may be subject

to the “clear accounts rule” described above and if s0, a set off against that claim may be able to be
made.

1.2.6.53 Claim filed against LMIM

I refer to my previous report to investars and summarise the background as follows:

L

In November 2016, | caused LMIM as RE of the FMIF to commence a proceeding against LMIM

in relation to certain transactions to avoid possible expiry of the statutory limitation periods
for making the claims;

This claim alleges that, inter alia, LMIM breached its duties to members of the FMIF by:
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o causing to be paid out of assets of the FMIF management fees in advance of it
becoming entitled to payment of same;

o overpaying management fees to itself out of assets of the FMIF;

causing to be paid to LMA additional fees purportedly for loan management and
controtlership services;

directing payments to be made by the MPF, purportedly in satisfaction of liabilities
owed by the MPF te the FMIF, to be paid to itself as RE of the feeder funds;

Fotlowing further investigations, an amended claim and statement of claim and consalidated
particulars have been filed and served on LMIM;

Steps have been taken to prepare an application under Section 59 of the Trusts Act for
directions of the Court in relation to how the differing interests of the parties (LMIM as RE of
the FMIF, and LMIM in its personal capacity) are to be represented in the proceedings and an
application under Section 500 of the Corparations Act to seek leave to proceed against LMIM
(the Applications) and supporting Affidavits.

No further steps have been taken since my previous update to investors.
Subject to any directions that may be made by the Court, if the claims made in this proceeding are
successful, they may be able to be relied upon as a set-off against certain claims made by LMIM for

indemnity out of assets of the FMIF, including those claims identified through the proof of debt process

mentioned above or claims made by other parties seeking to subrogate to LMIM’s alleged rights of
indemnity.

I will keep investors updated as to the progress of this claim.
1.3  Realisation of Assets

All real property assets have now been sold. What remains to be realised or resolved are the various
claims and legal proceedings both for and against the Fund as set out above.

11
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2. Financial Position of the Fund

The management accounts for the year ending 31 December 2017 have now been completed and are

available on the website www.lmfmif.com on the page titled ‘Financial Statements & Other Key
Documents’.

A summary of the financial position of the Fund as at 31 December 2017 is provided below.

31 December 2017
ASSETS

§
Cash and cash equivalents 69,932,089
Receivables 389,476
Loans & Receivables 1,716,378
TOTAL ASSETS 72,037,943
LIABILITIES
Payables 2,423,816
Distributions payable 1,372,036
Total liabilities excluding net assets 3795 852
attributable to unitholders e
NET ASSETS 68,242,001

2.1 Fund Assets
The total assets of the Fund as at 31 December 2017 were $72,037,943,

The balance includes cash at bank of $69,932,089, interest receivable on term deposits and GST

refunds of $389,476 and net default loans of 51,716,378. The net default loans balance represents
the cash held in controltership bank accounts.

2.2 Fund Liabilities _
The total liabilities of the Fund as at 31 December 2016 were $3,795,852.

The Distributions Payable balance relates to distributions paid prior to the date of the receiver’s
appointment which have not cteared or were returned unclaimed.

The Payables balance primarily consists of trade creditors, custodian fees, legal fees, receiver’s fees
and fees and expenses claimed by FTI, which remain unpaid as at 31 December 2017.

2.3 Net Assets Attributable to Unit Holders

Net assets attributable to unit holders as at 31 December 2017 were $68,242,091.
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The net assets of the Fund and number of units on issue as at 31 December 2017 and 30 June 2017 is

detailed in the table below:

31 December 2017 30 lune 2017
Estimat : ilal
mated net amount of assets available to 68,242,091 68,800,977
investors as at the period end (3)
Total investor units (# of units) * 478,100,386 478,100,386
Fstimated net asset amount per unit available to 0.143 0.124
investaors as at the period end (cents in the dollar)

Investments made in Foreign Currencies

Investigations undertaken by BDO have identified that the number
invested in foreign currencies appears to he incorrectly recorded in

of units held by investors who
the membership records of the

FMIF. It appears that when LMIM transferred the member records of the FMIF to a new database in
2010 the number of units of investors who invested in a foreign currency were incorrectly recorded
in the new database, by allocating to the investors concerned one unit in the FMIF for each unit of
foreign currency invested, rather than one unit in the FMIF for each $1AUD invested (after the
foreign currency amount invested had been converted to AUD at the applicable exchange rate) in
accordance with the PDS and Constitution. Further investigations are ongoing and appropriate steps,
inctuding an application to Court for directions approving the correction of the member records of
the FMIF, will be taken to address the issue and to ensure that the member records of the FMIF are

accurate.

3. Receipts and Payments of the Fund

The receipts and payments of the Fund, as maintained by the DB Receivers, for the period 1 Juty

2017 to 31 December 2017 is summarised in the table below.

Receipts
Interest received
GST received

Asset realisations (from controllerships and tegal matters)

TOTAL RECEIPTS

Payments

Bank charges

Deed of assignment payment
Consultants’ fees

GT Controller fees

923,454
80,290
1,569,614
2,573,358

11,424
14,000
51,829

8,578
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Custodian fees

DB Receivers’ fees

GST paid

IT expenses

Legal fees

FT1 Liquidators’ fees & expenses
Loan draws

Printing and stationary
Receiver's fees and disbursements
Record management and storage
TOTAL PAYMENTS

NET RECEIPTS (PAYMENTS)

11,000
138,936
298
60,820
1,013,944
1,882,252
83,384
19,298
2,242,734
6,460

5,546,957

(2,973,599)

Please note that the Receiver’s fees and disbursements relate to work undertaken for the 12 month

period between 1 November 2016 to 30 October 201 7, 'however,
months reporting period.

4. Investor Information

4.1 Estimated Return to Investors

payment was made during this six

I provide an estimated return to Investors of between: 13.1 cents and 14.3 cents per unit as at 28

February 2018, calculated as follows:

€ash at bank

Other assets

Estimated Assets

Other unsecured creditors

FT1 Fees & legal expenses (subject to approvat) (55% RITC)
Receivers and Managers’ fees (DB Receivers) (55% RITC)

Receiver's fees & outlays (BDO) {including controllerships) (55% RITC)

70,181,022 70,181,022

320,708 1,359,538

70,501,730 71,540,560

6,234,582 1,505,517

694,756 694,756
42,200 42,200
641,481 641,481

14
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Receiver’s legal fees (BDO) (55% RITC) 79,414 79,414

Estimated Liabilities 7,692,432 2,963,367

Estimated net amount available o investars as at 28 February 2018 62,809,297 68,577,192
Total investor units (as at 31 December 2016) 478,100,386 478,100,386 -

Estimated return in the dotlar 13.1cents  14.3 cents

Please note that the estimate and prior estimates do not take into account future operating costs and
future Receiver’s fees or any tegal recoveries against barrowers, valuers or other third parties.

In calculating the estimated return to investors, | have also not provided any allowance for the claims
filed by the MPF Trustee as the prospects of a successful claim against the Fund is unknown.

4.2 Estimated Unit Price as at 31 December 2017

The estimated unit price as at 31 December 2017 is 14.3 cents.

Total Value of Fund Assets as at 31 December 2017

72,038,217
Less Creditors and Other Payables 3,801,353
Total Net Value of Fund Assets 68,236,864
Total Number of Units 478,100,386
Unit Price 14.3 cents

| attach a copy of a letter confirming the unit price as at 31 December 2017, which may be forwarded
to Centrelink to assist with the review of investors’ pensions.

4.3 Distributions to Investors

Once the DB Receivers have retired and funds released to me, | will be required to retain certain

funds to meet the liabilities of the Fund, including contingent claims that may arise from the auditor
claim and Bellpac litigation.

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

{ will update investors as to the expected timing of a distribution as these matters become clearer,
however, | am hopeful to be in a position to commence distributions during this calendar year,

although it is subject to resolving matters before the court where | cannot necessarily control the
timeframe to resolve the issues.
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The matters before the court which need to be resolved prior to a distribution to investors are:

@

the Bellpac litigation claim against the directors, MPF and LMIM and the MPF’s claimms against
the Fund (see sections 1.1.1 and 1.1.2 above). These proceedings have not settled and | am
now taking further steps to progress the matter to a trial;

the claim served on the Feeder Funds seeking declarations that any distribution to the Feeder
Funds be withheld (see section 1.2.3 above)
obtaining directions from the Court for approval to proceed with a distribution and the

retirement of the DB Receivers so that the funds of the FMIF held by them are released to
me.

?

In addition to the above, an application to Court for directions approving the correction of the
member records pertaining to foreign investors of the FMIF, will need to be determined.

Please note that a distribution to investors will take place after paying DB’s receivers fees and costs,

remaining property expenses, receiver’s fees and costs and the unsecured creditors who rank ahead
of investors’ interests.

4.4  Ongoing Reporting to Investors

Reports will be distributed to investors in accordance with the preferred method of correspondence
recorded for each investor in the Fund’s database. In order to assist in reducing distribution costs, it
woutd be appreciated if investors could nominate an email address as their preferred method to
receive correspondence. Investors may update their details as outlined in Section 4.5 below. For
those investors that do not have an emait address, correspondence will continue to be sent to you via
post.

My next report to investors will be issued by 30 June 2018.
4.5 Investors Queries
Arrangements are in place to ensure that any reasonable questions asked by members of the FMIF,

about the winding up of the FMIF, will be answered within a reasonable period of time (generally
seven days) and without charge to the investor.

For any changes to investors details, please review the Useful Farms/Procedures tab on the website
www. Imfmif.cem which includes information regarding the following procedures:

* Change of Contact Address/Bank Account Details

Change of Contact Address/Bank Accounts Details of a Deceased Fstate
= Change of Trustee of Self-Managed Super Fund

¢ Transfer of Unit Holding from a Super Fund/ Trustee Company to Personal Name(s)

e Transfer of Unit Holding from a Deceased Estate to a Sole Survivor

o Transfer from a Deceased Estate to a Beneficiary of an Estate

It is a requirement that advisors or other third parties acting on behalf of Unit Holders are doing so
pursuant to a relevant Authority/Power of Attorney. Please ensure that a relevant Authority/Power



of Attormey accompanies the abovementioned documents as necessary (if an Authority /Power of
ttorney has not previously been provided). '

It is preferable that all questions about the winding up, or communications are sent via email to
enguiries@lmfmif.com with original documents to be mailed as required to:

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +61 7 3237 5999

Fax: +61 7 3221 9227

5. Receiver’s Remuneration and Expenses

There have been eight applications to Court to date to approve my remuneration from the date of my
appointment on 8 August 2013 until 31 October 2017.

The eighth application for the approval of my remuneration for the period 1 May 2017 to 31 October
2017 was heard on 30 November 2017. The Court ordered that my remuneration for this period be
fixed in the amount of $1,280,897.20 (inclusive of GST). In addition, the Court approved my

remuneration sought of $26,155.25 (inclusive of GST) in respect of the work undertaken on the
controllerships.

A copy of all documentation in relation to my applications can be found on the waebsite
www. tmfmif.com.

In addition to the remuneration previously approved by the Court, | calcutate that, on a time basis, |
have incurred further remuneration of $588,073.50 plus outlays of $12,459.91 plus GST from
1 November 2017 to 28 February 2018 plus work undertaken in respect of the controllerships for the

retirement village assets of $13,320.50 plus GST as detailed in the table below and attached
summaries.
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LM First Mortgage Income Fund
{Receiver Appointed)

(Receivers & Managers Appointed)

OVST Pty Ltd (In Liquidation) (Controtlers Appointed)

Pinevale Villas Morayfield Pty Ltd (In Liquidation) (Controllers
Appainted) '

Bridgewater Lake Estate Ltd (In Liquidation) {Controllers Appointed)
Redland Bay Leisure Life Ltd (In Liquidation) (Controllers Appointed)

Redland Bay Leisure Life Development Ltd (In Liquidation)
{Controlters Appointed)

Cameo Estates Lifestyle Villages (Launceston) Pty Ltd

(Receivers & Managers Appointed) (Controtlers Appointed)

Total

The fees for the four months from November 2017 to Februa

$150,348.50 per manth.

588,073.50

12,459.91
9,666.50 0.86
729.00 -
1,241.00 -
960.50 0.86
423.00 © 0.86
300.50 0.86
601,394.00 12,461.63

ry 2018 average approximately

I anticipate that my next appliéaﬁon to Court for the approval of my remuneration will be made in

May/June 2018 covering the period 1 November 2017 to 30 April 2018. A copy of my application in

this respect will be posted to the website www.lmfmif.com and investors will be notified when this

application has been lodgéd.
5.1  Actions taken during the Period

| provide betow a summary of actions taken during the Period:

e Work undertaken in relation to the litigation matters, which among other things, include:

(=]

Progressing the claim against the former auditors regarding the financial statements
and compliance plan audits. The majority of the work undertaken was to comply with
the court’s decision on the former auditor’s strike out application including,

amending the statement of claim to include details of the quantification of the loss

suffered by the Fund and preparing loss calculations for each six month period from

1 July 2009 to 1 January 2013;

18
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5.2

o In addition to the above work undertaken in progressing the claim against the former
auditors, work was also undertaken to comply with the court rule 222 request for
documents;

e}

Providing assistance to the Liguidator of Bellpac regarding the $8M bond claim
including progressing the settlement with WCL;

o Progressing the claim against the MPF and others;

Progressing the claim against the Feeder Funds in relation to redemptions and
distributions paid to Class B unitholders;

o Progressing claims against guarantors;

Dealing with FT1's proceedings to review the rejection of parts of their claims for
indemnity against the assets of the Fund for expenses and costs incurred in their
capacity as liquidators of the responsible entity;

o Progressing the claim against LMIM. _
Liaising with various parties in relation to the potential for the DB Receiver’s retirement;
Finalising the Western Union matter;

Maintaining the management accounts of the Fund;

Preparing an application to ASIC for an extension of the relief from complying with
requirements to conduct financial audits and reviews of the Fund's accounts;

Undertaking the investor management function for approximately 4,500 investors including

answering queries on the winding up of the Fund and maintaining the investment database,
including any change in details or transfer of units;

Progressing the investigation of the AX files to determine the alternatives ta resolving the
incorrect conversion of foreign investors units into A%;

Preparing affidavit and supporting material for an application to Court for approval of the
receiver’s remuneration for the period 1 May 2017 to 31 October 201 7; and

Finalising outstanding residual matters from the sale of five retirement villages, including tax
compliance issues.

Actions proposed to be taken in the next 12 months

I provide below a summary of the proposed actions to be taken in the next 12 months in relation to
the winding up of the Fund:

@

Take steps to finalise the various ongoing litigation matters outlined in this report;

Progressing the claim against the former auditors as outlined at section 1.2.1 of this report
which will likely include responding to any requests for particulars and reviewing and

responding to the defence filed by the former auditors and otherwise progress the matter to
trial;
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Take steps to determine or resolve the claim regarding the Bellpac bonds and realise this
asset as outlined at section 1.2.2 of this report;

Resolve the MPF claim against the proceeds of the Bonds;

Resolve the pesition in relation to the distributions and redemptions paid to the Feeder Funds;

* Finalise all claims against guarantors;

Dealing with any further FT1 indemnity claims against the Fund including proof of debt claims
per the regime set out in section 1.2.6.4 abave;

Maintain the accounts of the Fund and prepare management accounts and finalise the

management accounts for the half year ending 31 December 2017 and for the year ending 30
June 2018;

Resolve the issues relating to the investor units subscribed in foreign currencies in the investor
management database, and obtain court approval to correct the member records of the FMIF;

e Maintain the investor management database;

Subject to resolution of the litigation/court matters raised in section 4.3 above, obtain
approval from the Court to process interim distributions to nvestors;

= Report to investors on a quarterly basis; and

@

Make applications to Court for remuneration approval.

Please note that the timing to finalise some of the above matters will be subject to judgments being
handed down by the Court.

5.3 Actions required to complete the winding up
| provide below a summary of the key actions required to complete the winding up:
« Finalise all litigation currently on foet and contemplated;

Finatise any further FT1’s indemnity claims against the Fund and any proof of debt claims;
e Discharge all liabilities of the Fund;

> Obtain a discharge of the DB security and of the DB Receivers;

investors;
o Prepare final accounts for the Fund;
(-]

a

Obtain court orders in retation to the fimalisation of my role in relation to the Fund.

| anticipate that the winding up of the Fund will be finalised in approximately 18 months, however,
this may vary subject to the progression of the outstanding legal matters detailed in this report.

Obtain approval from the Court to process interim distributions and a final distribution to

Arrange far an auditor to audit the final accounts of the Fund after the Fund is wound up; and
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6. Queries

Should unit holders wish to advise of any changes in details or require further information, please
contact BDO as follows: '

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +61 7 3237 5999

Fax:  +617 32219227

Email: enquires@mfmif.com

Yours faithfully

David Whyte
Receiver

21
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Tel: +61 7 3237 5999

Fax: +617 3221 227 Leval 10, 12 Cresk 5t
Wwve, bdo.com.au Brishane QLD 4000,
GPQC Box 457 Bristzane QLD 4001
Australia
29 March 2018
TO WHOM IT MAY CONCERN

LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER
APPOINTED) ARSN 089 343 288 (‘the Fund’ or ‘FMIF’)

I refer to my appointment as the Receiver of the Fund’
the winding up of the Fund in accordance with the te
€Court of Queensland on 8 August 2013.

s assets and the person responsible for ensuring
rms of its constitution by Order of the Supreme

I provide an update on the estimated unit
follows:

price of the fund as at 31 December 2017, calculated as

e S

Total Value of Fund Assets as at 31 December 2017 (net of land tax and rates)

72,037,943
Less Creditors and Other Payables 3,795,852
Total Net Value of Fund Assets 68,242 091
Total Number of Units 478,100,386
Unit Price 14.3 cents

Should you have any queries in respect of the above,
(07) 3237 5921.

Yours faithfully,

please contact Ryan Whyte of my office on

David Whyte
Receiver
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TO THE INVESTOR AS ADDRESSED

29 June 2018

LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
ARSN 089 343 288 (‘the Fund’ or ‘FMIF’)

1. Executive Summary

I refer to my appointment as the Receiver of the Fund’s assets and the person responsible for ensuring

the winding up of the Fund in accordance with the terms of its constitution by Order of the Supreme
Court of Queensland on 8 August 2013.

I now provide my 22" update to invéstors, which provides details of the progress made in the winding
up of the Fund since my last report to investors dated 29 March 2018. This report should be read in
conjunction with my previous reports, which are available on the website www.lmfmif.com.

There has been significant progress made since my last report dated 29 March 2018 in the following
respects: ' ’

Two of the three proceedings commenced by the MPF against the Fund’s assets for total claims of
$24.1m plus interest have been discontinued and | am taking steps for the third to be either
prosecuted by the MPF or discontinued (refer section 2.1 );

I am in discussions with the Receivers and Managers (McGrathNicol) regarding their retirement and
they have advised that they expect to retire within one month;

The proceedings against the Feeder Funds have been progressed with court orders being made on 13
June 2018 which included the granting of leave to proceed against LMIM (being a company in
liquidation), placing the proceedings on the commercial list and directing the parties to undertake
mediation by 28 September 2018 (refer section 2.6);

Prior to the mediation of the Feeder Fund claim, I intend applying to court to seek orders to correct
the member register relating to foreign currency investors where | have identified errors in the
management of same (refer section 4.2);

Shoutd the Receivers and Managers have resigned, the Feeder Fund claims are settled at mediation
and the proof of debt process has been completed by FT1 as set out at section 2.7.2 of this report, |
intend applying to court to allow an interim distribution to investors. An update will be provided in
my next report to investors by 30 September 2018;

A summary of the other matters covered in this report is as follows:

e  Cash at bank as at 31 May 2018 was $70,209,210;

e The estimated return to investors is currently 13.0 to 14.2 cents per unit as detailed at Section 4.1
below and before taking into account future costs and recoveries from legal proceedings on foot;
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The claim against the directors, LMIM and MPF for $15.5M plus interest, has not settled and the
matter is now being progressed towards a trial which is likely to be held in the first half of 2019
(refer section 2.3); .
Orders for progressing the claim against the former auditors were made by the Court on 29 May 2018.
The effect of these orders was to set a timetable for further progressing the matter. Further details
are provided in Section 2.4 below; '

Settlement of the Bellpac Liquidator’s $8M Bonds litigation has progressed however, the remaining

condition precedent to settlement has been further extended to 31 August 2018. This is expected
to realise $6.3M for the benefit of investors (refer section 2.5).

2. Position of the Secured Creditor, the potential claim by KordaMentha, the

trustee of the LM Managed Performance Fund (‘MPF’) and claims filed against
the Fund

2.1 Proceedings by the Trustee of the MPF against LMIM and the Fund
2.1.1 Assigned Loans Claims

I refer to my previous updates to investors in relation to these proceedings, in which the Trustee of the

MPF (MPF) is the plaintiff, and the defendants are LMIM, and myself as Receiver of the property of the
FMIF.

The relief claimed by the Trustee of the MPF in these proceedings included equitable compensation

against LMIM and claims against the assets of the FMIF in the total sum of about $24.1 million plus
interest.

The MPF Trustee applied to the Court for directions as to whether it would be justified discontinuing the
proceedings, and on 7 June 2018 the Court directed it would be. Notices of discontinuance have
accordingly been filed in both proceedings.

2.1.2 AllS Loan Claim

I refer to my previous updates to investors in relation to this proceeding in which the MPF is the plaintiff,
and LMIM is the defendant.

The MPF has claimed approximately $16.82 million as equitable compensation against LMIM and relief
against the assets of the FMIF for approximately $3.9 million (this may be increased to $4.1 million) being
alleged interest paid by the MPF to the FMIF in respect of the loan made by the FMIF to AIIS in 2005.

This claim was filed on 16 December 2015 and the Statement of Claim was served on 28 November 2016.
Since then no steps have been taken in the proceeding, and the MPF has not required a defence. |
therefore took steps to request that the MPF either expeditiously progress its claim or discontinue the

proceeding, failing which 1 intend to apply to Court to be joined as a defendant, to defend the claims
made against assets of the FMIF, and then actively seek to bring the matter to closure.
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2.2 Position of the Secured Creditor

Following the discontinuance of the two proceedings brought by the MPF for claims totalling $24.1m plus

interest, | have been in discussions with the DB Receivers about their retirement. They have recently
advised that they expect to retire within one month.

2.3 Proceedings against the MPF, LMIM and the Directors of LMIM

I refer to my previous updates to investars in relation to a statement of claim | caused to be filed in the
Supreme Court of Queensland, against a number of parties, including the MPF Trustee, in respect of loss

allegedly suffered by the FMIF as a result of an amount paid to the MPF in the Bellpac litigation matter.
The claim is for approximately $15.5M plus interest.

While attempts to settle the proceedings had been continuing in relation to these proceedings and those
proceedings referred to in section 2.1.1 above, | continued to take steps to progress the proceedings
including:

As at 6 April 2018 all director defendants, except for John Francis O’Sullivan and LMIM in its own
right have filed Amended Defences;

| have filed Replies to the Amended Defences received and made requests for further particulars
which have all been responded to;

Obtaining orders enabling me to disclose for the purposes of these proceedings relevant transcripts
obtained during the public examinations and documents produced for the public examinations by
the former auditors.

As previously advised, the proceedings have not settled following settlement discussions. Accordingly, |
am now progressing these proceedings to a trial. Progress on the steps set out in the timetable following
the review hearing held on 14 March 2018, are as follows:

An Amended Defence of the 1st director defendant (being Peter Drake) was filed and served by 23
March 2018. This has been completed.;

The Replies to the further Amended Defences of the 3rd and 4th defendants were to be filed and
served on 29 March 2018. This has been completed;

The Reply to the Amended Defence of the 1st defendant was filed and served by 6 April 2018. This
has been completed;

Replies to the Amended Defences of the 2nd, 6th and 8th defendants were to be filed and served by
20 April 2018. This has been completed;

Further disclosure was required to be undertaken by myself, the 1st, 2nd, 3rd, 4th, 6th and 8th
defendants by 20 April 2018. The 1st defendant made minor further disclosure on 20 April 2018. |
also made minor further disclosure on 20 April 2018. The other defendants did not make any further
disclosure;

The Draft Trial Index has been completed, bar a few minor matters and the Assigned Loans matter
which has now been added to the replies to the defendants;

The Draft Trial Index was forwarded to the defendants on 1 June 2018, with a response requested
by 27 July 2018;

[
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The next review hearing date is set for 16 August 2018 when it is hoped a trial date can be set for
the first half of 2019.

As the proceedings are ongoing, an update will be provided to investors in relation to this matter in my
next report.

2.4 Claim Against the Former Auditors

I refer to my previous updates to investors and briefly summarise the background as follows:

* A public examination (PE) of the former auditors and certain directors and former directors

(Directors) of LM Investment Management Limited (In Liquidation) was conducted in 2015;

Following the PEs, a further amended statement of claim was filed by me and served on the former
auditors of the Fund on 14 April 2016;

The former auditors lodged and served on me a strike-out application and supporting affidavit on 27
April 2016 (amended on 15 December 2016) seeking orders to strike-out certain parts of the
statement of claim;

At the hearing of the former auditors’ strike out application, the Court granted my application and
placed the proceedings on the commercial list and reserved its decision on the auditor’s strike out
application;

The reserved decision from the hearing of the strike out application was handed down on 8 May 2017.

Orders were made that the statement of claim be amended to delete certain causes of action and
to include details of the quantification of loss;

In accordance with the Court’s judgment, the parties were required to agree the form of orders
including a timetable for the filing of a further amended statement of claim and the costs of the
former auditors’ strike-out application;

The amended statement of claim was filed on 20 November 2017 and served on the former auditors.
Details of the loss has been included in the amended statement of claim which has been calculated
(at its highest) in excess of $200 million. A significant amount of work has been undertaken in this
regard, including quantifying the loss at 6 monthly hypothetical winding up dates between 1 July
2009 and 1 January 2013 being the estimated additional costs and expenses incurred by the Fund as
a consequence of the alleged delay in winding up the Fund; '

I have received a number of requests pursuant to Rule 222 of the Court Rules (Rules) from the former
auditors to provide documents referred to in the amended statement of claim which requests have
been responded to.

I summarise developments since my last update to investors as follows:

o On 29 May 2018 the Court handed down the following orders:

o The parties' costs of the defendants' application filed 27 April 2016 and of the defendants'
amended application filed 15 December 2016 are reserved;
o The defendants serve any request for further and better particulars of the Third Further

Amended Statement of Claim, other than paragraphs 121 and 123, by 15 June 2018. This has
been done;
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The plaintiff respond to the defendants request for further and better particulars by 10
August 2018;

The plaintiff file and serve its application to amend its claim, and any Fourth Further
Amended Statement of Claim, by 15 June 2018;

The defendants advise the plaintiff whether they consent to or oppose the plaintiff’s
application to amend its claim by 29 June 2018;
o If the defendants oppose the plaintiff’s application:

The defendants file and serve any evidence in response to the plaintiff’s application
by 13 July 2018;

The plaintiff file and serve its written submissions in support of its application by 27
Juty 2018;

The defendants file and serve their written submissions in opposition to the plaintiff’s
application by 10 August 2018.

o The matter is listed for a Review and for hearing of the plaintiff’s application, on a date to
be fixed on or after 20 August 2018;

On 15 June 2018, in accordance with the Order dated 29 May 2018, | caused the application for leave

to amend the Claim and the supporting affidavit to be filed in the Court. | will respond appropriately
to the balance of the timetable handed down by the Court.

The proceedings are ongoing and an update will be provided to investors in relation to this matter in my
next report.

2.5 Bellpac Proceedings

In addition to the claim filed and served against the MPF in relation to a loss suffered by the Fund from
litigation pertaining to the Bellpac loan noted at item 1 above, there is another matter relating to Bellpac
that has been progressed during the Period, as detailed below.

Wollongong Coal Ltd (WCL) - $10 million Convertible Bonds

1 refer to my previous updates to investors and provide a brief summary as follows:

@

The liquidator of Bellpac has received the settlement amount of $2 million from WCL in relation to
the claim for redemption of the $2 million Bonds held in WCL;

The defendants’ appeal of the decision of the Court which acknowledged that Bellpac (under the
control of a liquidator) is the true owner of the $8 million convertible bonds was unsuccessful;

In January 2016, the Bellpac Liquidator applied for the conversion of the $8 million Bonds to shares,
As WCL did not issue all of the shares as required under the terms of the Bonds, the Bellpac Liquidator
brought proceedings against WCL seeking orders requiring WCL to perform its obligation to redeem
the Bonds converted to shares outside of the required time;

The Bellpac liquidator and WCL have entered into a binding heads of agreement (HOA) which relates
to the settlement of the litigation commenced against WCL. The terms of the heads of agreement
include that WCL will pay to Bellpac a settlement sum of $6.3 million in return for certain releases
and Bellpac returning or cancelling the WCL shares issued to Bellpac;
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The conditions precedent to the settlement with WCL include obtaining necessary approvals to
undertake the settlement transactions. In this regard:

o The Bellpac Liquidator has obtained creditor approval to enter into the settlement with
WCL;
The Court declined to exercise its discretion on WCL’s application for approval to acquire

and or cancel Bellpac’s holding of WCL shares. WCL is now preparing to seek shareholder
approval.

o}

The Trustees of the MPF (MPF) have demanded from the Liquidator circa $680K plus interest out of
the proceeds of the Bonds for repayment of funding the MPF allegedly made for the Bonds litigation
from late 2010 to early 2013. The MPF has also reserved its rights in relation to claiming 35% of the
funds realised from the successful Bonds proceedings.

Developments since my last update to investors are as follows:

The sunset date of the HOA to complete the condition precedent to obtain approval from the Court
or shareholders was further extended by agreement to 31 August 2018 to provide more time for WCL
to obtain the required documents needed for submission to their shareholders prior to the meeting
of shareholders;

In relation to the MPF claim for reimbursement for funding as referred to above, | have written to
the Liquidator and | am currently awaiting a response to my recent correspondence regarding the
monies held by him. The Bellpac Liquidator has confirmed he will not take any step adverse to
either the MPF or FMIF without first giving the parties 7 days’ notice.

I will provide investors with an update in relation to the claim by MPF and the settlement of the $8M
bonds litigation with WCL in my next report.

2.6 Redemptions and Distributions paid to Class B Unit Holders (Feeder Funds)
| refer to my previous updates to investors and summarise the background as follows:

Investigations have been undertaken via the PE conducted in 2015 and subsequent thereto in relation to
redemptions and distributions paid to the Class B unit holders (Feeder Funds) when the Fund had
suspended redemptions and distributions to other classes of members;

The Feeder Funds are the LM Currency Protected Australian Income Fund (CPAIF), the LM Institutional

Currency Protected Australian Income Fund (ICPAIF) and the LM Wholesale First Mortgage Income Fund
(WMIF); '

On 28 July 2017, | caused to be filed an amended statement of claim against LMIM and the Feeder Funds
and the claim was then formally served on the parties. The relief sought in the claim includes declarations
to withhold from distributions or payments otherwise payable from the Fund to:

o CPAIF in the sum of $40,583,109.06 plus interest, as adjusted for the difference between
the sum paid for capital distributions in early to mid-2013 and the amount the CPAIF would
otherwise have been entitled as referred to in the amended statement of claim;
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o ICPAIF in the sum of $5,044,118.30 plus interest, as adjusted for the difference between the
sum paid for capital distributions in early to mid-2013 and the amount the ICPAIF would
otherwise have been entitled as referred to in the amended statement of claim;

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

In October 2017, | caused to be filed an application under Section 59 of the Trusts Act (1973) (QLD)to
seek directions in relation to how the differing interests of LMIM are to be represented in the
proceedings and an application under Section 500 of the Corporations Act (2001) to seek leave to
proceed against LMIM (which is required because it is in liquidation) (the Applications);

The receivers for the CPAIF and ICPAIF (Grant Thornton) advised they would not consent to my
Section 59 application unless orders are made:

o that their reasonable costs and fees be fixed by the Court and paid out of the FMIF up to
them preparing and filing a defence and considering any Reply filed by me;

o that| disclose to them certain baoks and records as requested by them.

The parties consented to adjourn the hearing of the Applications (which was originally set down on
8 December 2017) to a date to be fixed.

| summarise developments since my previous update to investors as follows:

A Commercial List Application and Statement was filed with the Court on 23 April 2018

On 24 April 2018 the Court proposed that the Commercial List Application and the leave to proceed
application be listed for hearing on 29 May 2018.

At the hearing on 29 May 2018, the Court indicated it was content for:
o The proceeding to be placed on the Commercial List; and

o That the proceeding be referred to mediation.

However, the Court noted that the final form of the orders to be issued by it would be required to
take into account how the individual members of the Feeder Funds were to be notified of the
proceeding and with that, given the opportunity to apply to the Court to be heard in the proceeding
or represented in the mediation.
Following the hearing on 29 May 2018, the draft orders were circulated by my solicitors and agreed
to. The matter was then re-listed for a hearing on 13 June 2018 in order for the final form of the
Orders to be reviewed by the Court.
On 13 June 2018, the Court made Orders including the following:

o The proceeding be placed on the Commercial List;

(o]

The plaintiff has leave to proceed pursuant to Section 500(2) of the Corporations Act 2001
to proceed against LMIM in liquidation;

o How the differing interests of LMIM are to be represented pursuant to section 59 of the
Trusts Act 1973 (QLD);
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o That The Trust Company Limited ACN 004 027 749 as custodian of the property of the LM
WFMIF (second defendant) is joined to the proceeding, as the fifth defendant;

o The plaintiff has leave to file and serve a Further Amended Claim;

FTlare to provide a complete and up to date copy of the registers of members of the CPAIF

and ICPAIF to the Receivers for the CPAIF and ICPAIF {(Grant Thornton) and to me, by 22 June
2018. This has been done;

o The plaintiff is to provide the Receivers for the CPAIF and ICPAIF (Grant Thornton) and the
RE of the WMIF (Trilogy) specified categories of documentation, by 29 June 2009;

The plaintiff and FTI are required to give notice to members of the CPAIF and the ICPAIF of
this proceeding, the Further Amended Claim, the Second Further Amended Statement of

Claim and the form of notice attached to the Orders issued by the Court. This has been
done;

o The plaintiff is required to give notice to all members of the CPAIF and ICPAIF of further
documents filed in these proceedings by posting the documents to www.lmfmif. com;

o The parties are directed to attend a mediation to be completed by 28 September 2018.

In summary if the Court grants the relief sought against the Feeder Funds and putting aside any other
recoveries for the benefit of investors:

the CPAIF and ICPAIF are not likely to receive any distribution in the winding up of the FMIF;
the WMIF is likely to receive a smaller distribution than it otherwise would have been entitled,
subject to the outcome of litigation against the FMIF and future operating costs of the FMIF;
the FMIF can use the funds which otherwise would have been paid to the Feeder Funds for

distributions to investors generally instead and, as a result, the return to other investors (Class A
and Class C) is likely to increase.

I will keep investors updated as to the progress of this claim.

@

2.7 Liquidators of LMIM (FTI Consulting)

2.7.1 Remuneration claim

As advised in my previous reports to investors, the orders handed down in relation to FTI's ongoing role
and extent of their powers and responsibilities set out, amongst other things, the process for me to
adjudicate on claims made by LMIM for indemnity against the property of the FMIF in respect to any
expense or liability of, or claim against, LMIM in acting as Responsible Entity of the FMIF,

The judgement regarding FTI’s remuneration and orders made in relation to FTI’s remuneration claim
and indemnity claim are available on the  websites

www.lmfmif.com and
www . lminvestmentadministration.com.

As the judgement had been handed down, | requested FTI to provide details of any additional

remuneration and costs incurred subsequent to the remuneration claimed in the above mentioned court
application.
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FTI has informed me that for the period since late 2015 and up to 30 April 2018 they have incurred
additional remuneration and expenses of $363,929 plus GST. FTI have advised that they propose to make
application to the court for the approval of the remuneration shortly.

FTI have provided me with these figures so that the Fund may properly record the expenses in the
management accounts and provide an updated estimated return to investors. | have yet to receive details

of these amounts claimed and FTI have advised these amounts are subject to change based on the
formulation of its application for court approval.

Discussions with FT1 have been ongoing, however no further formal steps in the proceeding have been
taken since my last report to investors.

2.7.2 Proof of debt process

If a debt or claim is admitted by FT1 in the winding up of LMIM and a claim for indemnity out of the FMIF

with respect to such debt or claim is identified, | summarise the process as outlined in the Court Orders
as follows:

FTI must notify me within 14 days of the claim for indemnity against the assets of the Fund;
Within 14 days | may seek further information in relation to the claim;

L]
e  Within 30 days of receipt of the claim from FTI or from receipt of further information | have
requested, | am required to:

o Accept the claim, or
o Reject the claim, or

o Accept part of it and reject part of the claim; and

o To give FTI written notice of the decision;

I am required to give FTI written reasons for rejecting any part of a claim within 7 days after giving
notice of my decision including those claims identified through the proof of debt process mentioned
above;

Within 28 days of receiving a notice of rejection, FTI may apply to the Court for directions in relation
to the rejection and advise the creditor of my decision and other specified matters.

Following agreement with FTI as to the proposed amendment to the court order which will be submitted
to the court for approval, | am hopeful that this process can be undertaken in the near future so the
quantum of any creditor claims against the Fund can be ascertained and dealt with as soon as possible.

These claims may be subject to the “clear accounts rule” as described in previous reports to investors,
and if so, a set off against that claim may be able to be made.

2.7.3 Claim filed against LMIM

| refer to my previous report to investors and summarise the background as follows:

[}

In November 2016, | caused LMIM as RE of the FMIF to commence a proceeding against LMIM in

relation to certain transactions to avoid possible expiry of the statutory limitation periods for making
the claims;

This claim alleges that, inter alia, LMIM breached its duties to members of the FMIF by:
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causing to be paid out of assets of the FMIF management fees in advance of it becoming
entitled to payment of same;

o overpaying management fees to itself out of assets of the FMIF;

causing to be paid to LMA additional fees purportedly for loan managerhent and
controllership services;

directing payments to be made by the MPF, purportedly in satisfaction of liabilities owed by
the MPF to the FMIF, to be paid to itself as RE of the feeder funds;

Following further investigations, an amended claim and statement of claim and consolidated
particulars have been filed and served on LMIM;

Steps have been taken to prepare an application under Section 59 of the Trusts Act (1973) (QLD) for
directions of the Court in relation to how the differing interests of the parties (LMIM as RE of the
FMIF, and LMIM in its personal capacity) are to be represented in the proceedings and an application
under Section 500 of the Corporations Act to seek leave to proceed against LMIM (the Applications)
and supporting Affidavits.

Since my last report to investors, further work has been undertaken to quantify the claim for lost interest

on the pre-paid management fees, and further instructions have been provided to Counsel to enable
affidavit material in support of the directions application to be settled.

Subject to any directions that may be made by the Court, if the claims made in this proceeding are
successful, they may be able to be relied upon as a set-off against certain claims made by LMIM for
indemnity out of assets of the FMIF, including those claims identified through the proof of debt process
mentioned above or claims made by other parties seeking to subrogate to LMIM’s alleged rights of
indemnity.

I will keep investors updated as to the progress of this claim.

3. Management Accounts

As advised in my previous report, the management accounts for the half year ending 31 December 2017
are available on the website www.imfmif.com.

The management accounts for the year ending 30 June 2018 will be uploaded to the website
www.lmfmif.com by 30 September 2018.

335



4, Investor Information
4.1 Estimated Return to Investors

| provide an estimated return to Investors of between 13.0 cents and 14.2 cents

2018, calculated as follows:

S

Cash at bank

per unit as at 31 May

79,209,210 79,209, 201
Other assets (interest receivable, foreign currency accounts and amount for 350,848 1,389,677
security for litigation costs)
Estimated Assets Position 78,560,058 7£,598,888
Less:
FTi Fees & legal expenses advised (subject to approval) - refer to Section 2.7
for further details - maximum amount shown 694,756 694,756
Receiver's fees & outlays (BDO) (including controllerships) 246,103 246,103
ZF4,677
8,521,088 3,792,023
s as at 31 May 2018 62,038,970 67,806,865
Total investor units (as at 31 December 2016) 478,100,386 478,100,386
0.13¢ 0.142

Please note that the estimate and prior estimates do not take into account future operating costs and
future Receiver’s fees or any legal recoveries against borrowers, valuers or other third parties. Should

the claims against the Feeder Funds be successful this would materially affect the return to the Feeder
Funds (negatively) and other investors (positivety).

In calculaﬁng the estimated return to investors, | have alsb not provided any provision for the claim filed
by the MPF Trustee with respect to the AlIS loan as the prospects of a successful claim against the Fund

is unknown, however, as detailed earlier in this report, | am hopeful that all claims relating to the MPF
matters will be brought to a conclusion shortly.
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4.2 Investments made in Foreign Currencies

Investigations undertaken by BDO have identified that the number of units held by investors who invested
in foreign currencies appears to be incorrectly recorded in the membership records of the FMIF.

It appears that when LMIM transferred the member records of the FMIF to a new database in 2010 the
number of units of investors who invested in a foreign currency were incorrectly recorded in the new
database, by allocating to the investors concerned one unit in the FMIF for each unit of foreign currency
invested, rather than one unit in the FMIF for each $1AUD invested (after the foreign currency amount

invested had been converted to AUD at the applicable exchange rate) in accordance with the PDS and
Constitution. .

i am currently calculating the effect of these errors on each of the foreign currency investors and intend
applying to court seeking orders to rectify the register of members before 30 September 2018.

4.3 Distributions to Investors

Once the DB Receivers have retired and funds released to me, | will be required to retain certain funds

to meet the liabilities of the Fund, including contingent claims that may arise from the auditor claim and
Bellpac litigation.

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

Prior to making the application to court, | will require to correct the members register for the foreign

currency investors and resolve the proceedings against the Feeder Funds and where a mediation is to be
held by 28 September 2018.

4.4 Ongoing Reporting to Investors

Reports will be distributed to investors in accordance with the preferred method of correspondence
recorded for each investor in the Fund’s database. In order to assist in reducing distribution costs, it
would be appreciated if investors could nominate an email address as their preferred method to receive
correspondence. Investors may update their details as outlined in Section 4.5 below. For those investors
that do not have an email address, correspondence will continue to be sent to you via post.

My next report to investors will be issued by 30 September 2018.

4.5 Investors Queries

For any changes to investors details, please review the Useful Forms/Procedures tab on the website
www.lmfmif.com which includes information regarding the following procedures:

e Change of Contact Address/Bank Account Details

e Change of Contact Address/Bank Accounts Details of a Deceased Estate
o Change of Trustee of Self-Managed Super Fund

Transfer of Unit Holding from a Super Fund/ Trustee Company to Personal Name(s)
e Transfer of Unit Holding from a Deceased Fstate to a Sole Survivor

=
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e  Transfer from a Deceased Estate to a Beneficiary of an Estate

It is a requirement that advisors or other third parties acting on behalf of Unit Holders are doing so
pursuant to a relevant Authority/Power of Attorney. Please ensure that a relevant Authority/Power of

Attorney accompanies the abovementioned documents as necessary (if an Authority/Power of Attorney
has not previously been provided).

It is preferable that all questions about the winding up, or communications are sent via email to
enquiries@mfmif.com with original documents to be mailed as required to:

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +617 3237 5999

Fax: +617 3221 9227

5. Receiver’s Remuneration and Expenses

There have been nine applications to Court to date to approve my remuneration from the date of my
appointment on 8 August 2013 until 30 April 2018.

The ninth application for the approval of my remuneration for the period 1 November 2017 to 30 April
2018 was heard on 21 June 2018. The Court ordered that my remuneration for this period be fixed in the
amount of $1,041,907.90 (inclusive of GST). In addition, the Court approved my remuneration sought of
$22,306.90 (inclusive of GST ) in réspect of work undertaken on the controllerships.

A copy of all documentation in relation to my applications can be found on the website www.!mfmif.com.

In addition to the remuneration previously approved by the Court and the ninth application set out above,
I calculate that, on a time basis, | have incurred further remuneration of $227,274.50 plus outlays of
$1,203.66 plus GST from 1 May 2018 to 31 May 2018 plus work undertaken in respect of the controllershi ps

for the retirement village assets of $7,027.50 plus GST as detailed in the table below and attached
summaries.

OVST Pty Ltd (In Liquidation) (Controllers Appointed) 2,102.00 -
Bridgewater Lake Estate Ltd (In Liquidation) (Controllers Appointed) 4,081.00 -
Redland Bay Leisure Life Ltd (In Liquidation) (Controllers Appointed) 133.50 -
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Redtand Bay Leisure Life Development Ltd (in Liquidation) (Controllers 141.50 -

Total 234,302.00 1,203.66

The key matters addressed during the period 1 May 2018 to 31 May 2018 were:

e  Work undertaken in relation to the litigation matters detailed in Sections 2, which among other

things, include:
o Progressing the claim against the former auditors regarding the financial statements and
compliance plan audits.;

Providing assistance to the Liquidator of Bellpac regarding the $8M bond claim including
progressing the settlement with WCL;

o Progressing the claim against the MPF and others;

Progressing the claim against the Feeder Funds in relation to redemptions and distributions
paid to Class B unitholders;

o Progressing claims against guarantors;

Negotiations with FT1 to resolve various outstanding issues relating to FTI’s proceedings and
the winding up of the FMIF;;

o Progressing the claim against LMIM;

o Dealing with the proceedings by the Trustee of the MPF against LMIM in which relief is sought
against assets of the Fund.

Liaising with various parties in relation to the potential for the DB Receiver’s retirement;
e  Maintaining the management accounts of the Fund;

Undertaking the investor management function for approximately 4,500 investors including

answering queries on the winding up of the Fund and maintaining the investment database, including
any change in details or transfer of units;

Progressing the investigation of the AX files to determine the alternatives to resolving the incorrect
conversion of foreign investors units into AX;

Preparing affidavit and supporting material for an application to Court for approval of the receiver’s
remuneration for the period 1 November 2017 to 30 April 2018; and

Finalising outstanding residual matters from the sale of five retirement villages, including tax
compliance issues.

[
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6. Queries

Should unit holders wish to advise of any changes in details or require further information, please
contact BDO as follows:

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +617 3237 5999

Fax:  +617 32219227

Email: enguiries@\mfmif.com

Yours sincerely

e

David Whyte
Receiver
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TO THE INVESTOR AS ADDRESSED

28 September 2018

LM FIRST MORTGAGE INCOME FUND

(RECEIVERS AND MANAGERS APPOINTED) (RECEIVER APPOINTED)
ARSN 089 343 288 (THE FUND OR FMIF)

I refer to my appointment as the Receiver of the Fund’s assets and the person responsible for ensuring

the winding up of the Fund in accordance with the terms of its constitution by Order of the Supreme
Court of Queensland on 8 August 2013.

I now provide my 23 update report to investors. This report is prepared in accordance with the
Exemption granted by the Australian Securities and Investments Commission (ASIC Exemption) in
relation to financial reporting obligations of the Fund. In this regard, the ASIC Exemption requires a

report to be made available to investors for each period of six months starting on 1 January 2016,
which includes the following information:

1) Information about the progress and status of the winding up of the Fund, including details
of:

A. The actions taken during the pén‘od;

B. The actions required to complete the winding up;

C. The actions proposed to be taken in the next 12 months; and
D. The expected time to complete the winding up.

(i) The financial position of the Fund as at the last day of the relevant period (based on
available information);

(iii) Financial information about receipts (and payments) of the Fund during the period; and
(iv) The following information at the end of the period:
A. The value of the Fund’s property; and
B. The potential return to investors.
This report covers, inter alia, the period 1 January 2018 to 30 June 2018 (the Period).

On 15 March 2018 ASIC extended the exemption on financial reporting obligations of the Fund until

16 March 2020. A copy of the exemption (relief instrument) is available for viewing at
www . mfmif.com
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1. Progress and Status of the Winding Up

1.1 Position of the Secured Creditor, the potential claim by KordaMentha, the trustee

of the LM Managed Performance Fund (‘MPF’) and claims filed against the Fund
1.1.1 Proceedings by the Trustee of the MPF against LMIM and the Fund
1.1.1.1  Assigned Loans Claims

I refer to my previous updates to investors in relation to these proceedings, in which the Trustee of

the MPF (MPF) is the plaintiff, and the defendants are LMIM, and myself as Receiver of the property
of the FMIF. '

The relief claimed by the Trustee of the MPF in these proceedings included equitable compensation

against LMIM and claims against the assets of the FMIF in the total sum of about $24.1 million plus
interest.

The MPF Trustee applied to the Court for directions as to whether it would be justified discontinuing

the proceedings, and on 7 June 2018 the Court directed it would be. Notices of discontinuance have
accordingly been filed in both proceedings.

1.1.1.2  AllS Loan Claim

I refer to my previous updates to investors in relation to this proceeding in which the MPF is the
plaintiff, and LMIM is the defendant.

The MPF Trustee claimed approximately $16.82 million as equitable compensation against LMIM and
relief against the assets of the FMIF for approximately $3.9 million being alleged interest paid by the
MPF to the FMIF in respect of the loan made by the FMIF to AlIS in 2005.

The MPF Trustee applied to the Court for directions as to whether it would be justified discontinuing

.the proceeding, and on 7 June 2018 the Court directed it would be. A Notice of discontinuance has

accordingly been filed in the proceeding.
1.1.1.1 Position of the Secured Creditor

Following the discontinuance of the three proceedings brought by the MPF referred to above, the DB
Receivers have advised they will retire.

1.1.2 Proceedings against the MPF, LMIM and the Directors of LMIM

I refer to my previous updates to investors in relation to a statement of claim | caused to be filed in
the Supreme Court of Queensland, against a number of parties, including the MPF Trustee, in respect
of loss allegedly suffered by the FMIF as a result of an amount paid to the MPF in the Bellpac litigation
matter. The claim is for approximately $15.5M plus interest.

As previously advised, the proceedings have not settled following settlement discussions.
Accordingly, | am now progressing these proceedings to a trial. Progress on the steps set out in the
timetable following the review hearing held on 14 March 2018, are as follows:

An Amended Defence of the 1st director defendant (being Peter Drake) was filed and served
by 23 March 2018. This has been completed;

The Replies to the further Amended Defences of the 3rd and 4th defendants were to be filed
and served on 29 March 2018. This has been completed;

(3=
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The Reply to the Amended Defence of the 1st defendant was filed and served by 6 April
2018. This has been completed;

Replies to the Amended Defences of the 2nd, 6th and 8th defendants were to be filed and
served by 20 April 2018. This has been completed;

Further disclosure was required to be undertaken by myself, the 1st, 2nd, 3rd, 4th, 6th and
8th defendants by 20 April 2018. The 1st defendant made minor further disclosure on 20

April 2018. I also made minor further disclosure on 20 April 2018. The other defendants did
not make any further disclosure;

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

evidence is to be exchanged by the parties along a timeline from November 2018 to February
2019 in advance of trial.

As the proceedings are ongoing, an update will be provided to investors in relation to this matter in
my next report.

1.2

Legal Actions/Potential Recoveries

1.2.1 Claim against the former auditors

I refer to my previous updates to investors and briefly summarise the background as follows:

Public examinations (PEs) of the former auditors and certain directors and former directors
(Directors) of LM Investment Management Limited (In Liquidation) were conducted in 2015;

Following the PEs, a further amended statement of claim was filed by me and served on the
former auditors of the Fund on 14 April 2016;

The former auditors filed and served on me a strike-out application and supporting affidavit
on 27 April 2016 (amended on 15 December 2016) seeking orders to strike-out certain parts
of the statement of claim; '

At the hearing of the former auditors’ strike out application, the Court granted my
application and placed the proceedings on the commercial list and reserved its decision on
the auditor’s strike out application;

The reserved decision from the hearing of the strike out application was handed down on
8 May 2017. Orders were made that the statement of claim be amended to delete certain
causes of action and to include details of the quantification of loss;

In accordance with the Court’s judgment, the parties were required to agree the form of
orders including a timetable for the filing of a further amended statement of claim and the
costs of the former auditors’ strike-out application;

The amended statement of claim was filed on 20 November 2017 and served on the former
auditors. Details of the loss has been included in the amended statement of claim which has
been calculated (at its highest) in excess of $200 million. A significant amount of work has
been undertaken in this regard, including quantifying the loss at 6 monthly hypothetical
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winding up dates between 1 Juty 2009 and 1 January 2013 being the estimated additional
costs and expenses incurred by the Fund as a consequence of the alleged delay in winding
up the Fund;

I have received a number of requests pursuant to Rule 222 of the Court Rules (Rules) from
the former auditors to provide documents referred to in the amended statement of claim
which requests have been responded to;

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

I summarise developments since my last update to investors as follows:

A request for particulars was received on 19 June 2018. A further Order of the Court dated
24 July 2018 requires the response to this request to be filed and served by 19 October 2018;
Two further amendments to the statement of claim were filed on 5 July 2018 and 7 August
2018. Particulars of loss and damage were filed and served on the auditors on 23 July 2018;
The Application for leave to amend the Claim was filed on 10 August 2018. The Court listed
the hearing of the application on 27 September 201 8;

Following the hearing on 27 September 2018, the next steps are to provide the particulars
requested and obtain Orders programming the filing of the auditors’ defence and the
Receiver’s reply to that defence.

The proceedings are ongoing and an update will be provided to investors in relation to this matter in
my next report.

1.2.2 Bellpac Proceedings

In addition to the claim filed and served against the MPF in relation to a loss suffered by the Fund
from litigation pertaining to the Bellpac loan noted at item 1 above, there is another matter relating
to Bellpac that has been progressed during the Peried, as detailed below.

Wollongong Coal Ltd (WCL) - $10 million Convertible Bonds

I refer to my previous updates to investors and provide a brief summary as follows:

The liquidator of Bellpac has received the settlement amount of $2 million from WCL in
relation to the claim for redemption of the $2 million Bonds held in WCL;

The defendants’ appeal of the decision of the Court which acknowledged that Bellpac (under
the control of a liquidator) is the true owner of the $8 million convertible bonds was
unsuccessful;

In January 2016, the Bellpac Liquidator applied for the conversion of the $8 million Bonds to
shares. As WCL did not issue all of the shares as required under the terms of the Bonds, the
Bellpac Liquidator brought proceedings against WCL seeking orders requiring WCL to perform
its obligation to redeem the Bonds converted to shares outside of the required time;

The Bellpac liquidator and WCL have entered into a binding heads of agreement (HOA) which
relates to the settlement of the litigation commenced against WCL. The terms of the heads
of agreement include that WCL will pay to Bellpac a settlement sum of $6.3 million in return
for certain releases and Bellpac returning or cancelling the WCL shares issued to Bellpac.
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e The conditions precedent to the settlement with WCL include obtaining necessary approvals

to undertake the settlement transactions. In this regard:
o The Bellpac Liquidator has obtained creditor approval to enter into the settlement with
WCL;

The Court declined to exercise its discretion on WCL’s application for approval to acquire

and or cancel Bellpac’s holding of WCL shares. WCL is now preparing to seek shareholder
approval.

The Trustees of the MPF (MPF) have demanded from the Liquidator circa $680K plus interest
out of the proceeds of the Bonds for repayment of funding the MPF allegedly made for the
Bonds litigation from late 2010 to early 2013. The MPF has also reserved its rights in relation
to claiming 35% of the funds realised from the successful Bonds proceedings.

Developments since my last update to investors are as follows:

The remaining condition precedent (Sunset Date) to the settlement with WCL has been
extended several times from the original Sunset Date and the Liquidator was successful in
negotiating as part of the agreement to extend the Sunset Date that WCL pay interest at 3%
p.a. from 2 October 2017 until settlement. The last agreed extension granted is to 18
October 2018 and will be reviewed subject to WCL’s progress in calling the EGM and
committing to the payment of $6.3M;

In relation to the MPF claim for reimbursement for funding as referred to above, the Bellpac

Liquidator has confirmed he will not take any step adverse to either the MPF or FMIF without
first giving the parties 7 days’ notice.

The proceedings are ongoing and an update will be provided to investors in relation to this matter in
my next report

1.2.3

Redemptions and Distributions paid to Class B Unit Holders

I refer to my previous updates to investors and summarise the background as follows:

Investigations have been undertaken via the PE conducted in 2015 and subsequent thereto in
relation to redemptions and distributions paid to the Class B unit holders (Feeder Funds) when
the Fund had suspended redemptions and distributions to other classes of members;

The Feeder Funds are the LM Currency Protected Australian Income Fund (CPAIF), the LM

Institutional Currency Protected Australian Income Fund (ICPAIF) and the LM Wholesale First
Mortgage Income Fund (WMIF);

On 28 July 2017, | caused to be filed an amended statement of claim against LMIM and the
Feeder Funds which was then formally served on the parties. The relief sought in the claim

includes declarations to withhold from distributions or payments otherwise payable from the
Fund on the final winding up of the Fund to:

o CPAIF in the sum of $40,583,109.06 plus interest, as adjusted for the difference between
the sum paid for capital distributions in early to mid-2013 and the amount the CPAIF
would otherwise have been entitled as referred to in the amended statement of claim;

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

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

In October 2017, | caused to be filed an application under Section 59 of the Trusts Act (1973)
(QLD)to seek directions in relation to how the differing interests of LMIM are to be
represented in the proceedings and an application under Section 500 of the Corporations Act
(2001) to seek leave to proceed against LMIM (which is required because it is in liquidation)
(the Applications);

The receivers for the CPAIF and ICPAIF (Grant Thornton) advised they would not consent to
my Section 59 application unless orders are made:

o that their reasonable costs and fees be fixed by the Court and paid out of the FMIF up to.
them preparing and filing a defence and considering any Reply filed by me;

o that | disclose to them certain books and records as requested by them.

The parties consented to adjourn the hearing of the Applications (which was originally set
down on 8 December 2017) to a date to be fixed;

A Commercial List Application and Statement was filed with the Court on 23 April 2018.

On 24 April 2018 the Court proposed that the Commercial List Application and the
Applications be listed for hearing on 29 May 2018.

e At the hearing on 29 May 2018, the Court indicated it was content for:
o the proceeding to be placed on the Commercial List; and

o the proceeding be referred to mediation.

However, the Court noted that the final form of the orders to be issued by it would be
required to take into account how the individual members of the Feeder Funds were to be
notified of the proceeding and with that, given the opportunity to apply to the Court to be
heard in the proceeding or represented in the mediation.

Following the hearing on 29 May 2018, draft orders were circulated by my solicitors and

agreed to. The matter was then re-listed for a hearing on 13 June 2018 in order for the final
form of the Orders to be reviewed by the Court.

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

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

In summary if the Court grants the relief sought against the Feeder Funds and putting aside any other
recoveries for the benefit of investors:

(-]

the CPAIF and ICPAIF are not likely to receive any distribution in the winding up of the FMIF;
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the WMIF is likely to receive a smaller distribution than it otherwise would have been
entitled, subject to the outcome of litigation against the FMIF and future operating costs of
the FMIF; and

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

The proceedings are ongoing and an update will be provided to investors in relation to this matter in
my next report.

1.2.4 Various claims against guarantors

Background in relation to these claims, and developments since my last report to investors are as
include:

* Judgement was obtained against the guarantor that defaulted on a payment obligation in a

deed of settlement entered into with him. As the guarantor failed to pay the judgement,
bankruptcy proceedings are being pursued;

I received a report from the trustee of a bankrupt guarantor that his investigations have
identified potential recoveries for the benefit of creditors of which the Fund is the major
creditor. | continue to liaise with the trustee in regard to his continuing investigations and

negotiations with certain of the parties involved in the land development, the proceeds of
which we are informed the bankrupt has an entitlement.

1.2.5 Liquidators of LMIM (FT! Consulting)

1.2.5.1 Applications by FTI for remuneration or expense approval

| refer to my previous reports to investors.

The orders handed down on 17 December 2015 in relation to FTI’s ongoing role and extent of their
powers and responsibilities set out, amongst other things, the process for FT1 to identify and notify
me of claims by LMIM for indemnity from the FMIF for liabilities or expenses incurred by LMIM or its
Liquidators in connection with LMIM acting as RE of the FMIF, and for me to adjudicate on any such
claims.made by LMIM for indemnity against the property of the FMIF.

The judgement regarding and orders made in relation to FT’s first remuneration claim and indemnity
claim are available on the websites www.Imfmif.com and www.lminvesimentadministration.com.

On 17 July 2018, Mr Park of FTI, who is now the sole Liquidator of LMIM, filed an application in the
Court seeking payment of remuneration of approximately $743,889.89 inclusive of GST from property
of the FMIF, relating to various periods between 19 March 2013 and 30 June 2018. | opposed certain

parts of the application. The application was heard on 6 September 2018 and adjourned to 3 October
2018.

The proceedings are ongoing and an update will be provided to investors in relation to this matter in
my next report.

1.2.5.2 Indemnity claim against the Fund and proof of debt process

If a debt or claim is admitted by FT1 in the winding up of LMIM and a claim for indemnity out of the

FMIF with respect to such debt or claim is identified, | summarise the process as outlined in the Court
Orders of 17 December 2015 as follows:
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FT1 must notify me within 14 days of the claim for indemnity against the assets of the Fund;
Within 14 days | may seek further information in relation to the claim;

Within 30 days of receipt of the claim from FT! or from receipt of further information | have
requested, | am required to;

o accept the claim; or

o reject the claim; or

o accept part of it and reject part of the claim; and

o to give FTI written notice of the decision.

I am required to give FT1 written reasons for rejecting any part of a claim within 7 days after
giving notice of my decision including those claims identified through the proof of debt
process mentioned above;

Within 28 days of receiving a notice of rejection, FTI may apply to the Court for directions
in relation to the rejection and advise the creditor of my decision and other specified
matters.

I understand that FTI are currently undertaking the proof of debt process.

I am hopeful that the process required by the 17 December 2015 orders can be completed in the near
future so the quantum of any creditor claims against the Fund can be ascertained and dealt with as
soon as possible. These claims may be subject to the “clear accounts rule” as described in previous
reports to investors, and if so, a set off against that claim may be available.

1.2.5.3 Claim filed against LMIM

I refer to my previous report to investors and summarise the background as follows:

In November 2016, | caused LMIM as RE of the FMIF to commence a proceeding against LMIM
in relation to certain transactions to avoid possible expiry of the statutory limitation periods
for making the claims;

This claim alleges that, inter alia, LMIM breached its duties to members of the FMIF by:

o causing to be paid out of assets of the FMIF management fees in advance of it becoming
entitled to payment of same;

o overpaying management fees to itself out of assets of the FMIF;

o causing to be paid to LMA additional fees purportedly for loan management and
controllership services;

o directing payments to be made by the MPF, purported ly in satisfaction of liabilities owed
by the MPF to the FMIF, to be paid to itself as RE of the feeder funds.

Following further investigations, an amended claim and statement of claim and consolidated
particulars have been filed and served on LMIM;

I applied to Court for directions under section 59 of the Trusts Act (1973) (QLD) in relation
to how the differing interests of the parties (LMIM as RE of the FMIF, and LMIM in its personal
capacity) are to be represented in the proceedings, for leave to proceed under Section 500
of the Corporations Act and a stay of the proceeding until further order.

On 25 July 2018, the Court directed that | represent the interests of LMIM as RE of the FMIF, that Mr
Park represent the interests of LMIM in its own capacity, granted leave to proceed with this claim and
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ordered that the claim be stayed until further order. A stay of the proéeeding was sought because the

extent to which it is necessary to proceed with the claims made in the proceeding will not be clear
until after the proof of debt process is completed.

Subject to any directions that may be made by the Court, if the claims made in this proceeding are
successful, they may be able to be relied upon as a set-off against certain claims made by LMIM for
indemnity out of assets of the FMIF, including those claims identified through the proof of debt process

mentioned above or claims made by other parties seeking to subrogate to LMIM’s alleged rights of
indemnity.

I will keep investors updated as to the status of this claim.
2. Financial Position of the Fund

The management accounts for the year ending 30 June 2018 are available on the website
www lmfmif.com on the page titled ‘Financial Statements & Other Key Documents’.

A summary of the financial position of the Fund as at 30 June 2018 is provided below.

T

| $
Cash and cash equivalents 70,194,328
Loans & Receivables 44,235
TOTAL ASSETS 0,707,593

LIABILITIES
Payables 2451143
Distributions payable 1,372,036
66,884,414

These figures are subject to the disclaimers and qualifications set out in the management accounts
2.1 Fund Assets

The total assets of the Fund as at 30 June 2018 were $70,707,593.

The balance includes cash at bank of $70,194,328, interest receivable on term deposits of $469,030

and net default loans of $44,235.
2.2  Fund Liabilities

The total liabilities of the Fund as at 30 June 2018 were $3,823,179.
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The Distributions payable balance relates to distributions that appear to have been declared prior to

the date of the Receiver’s appointment which were not paid, or have not cleared or were returned
unclaimed.

The Payables balance primarily consists of trade creditors, custodian fees, legal fees, receiver’s fees
and fees and expenses claimed by FT1, which remain unpaid as at 30 June 2018.

Some of these liabilities have not been verified, or may be subject to court directions being obtained.
2.3  Net Assets Attributable to Unit Holders

Net assets attributable to unit holders as at 30 June 2018 were $66,884,414.

The net assets of the Fund and number of units on issue as at 30 June 2018 and 31 December 2017 is
detailed in the table below.

66,884, 414

Total investor units (# of units) 478,100,386 478,100,386
Estimated net asset amount per unit available to 14 cents

14.3 cents

Investments made in Foreign Currencies

Investigations undertaken by BDO have identified that the number of units held by investors who

invested in foreign currencies appears to be incorrectly recorded in the membership records of the
FMIF.

It appears that when LMIM transferred the member records of the FMIF to a new database in 2010
the number of units of investors who invested in a foreign currency were incorrectly recorded in the
new database, by allocating to the investors concerned one unit in the FMIF for each unit of foreign
currency invested, rather than one unit in the FMIF for each $1AUD invested (after the foreign

currency amount invested had been converted to AUD at the applicable exchange rate) in accordance
with the PDS and Constitution.

I am currently calculating the effect of these errors on each of the foreign currency investors and am
considering the options available to correct the register in a time and cost efficient manner.

&
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3. Receipts and Payments of the Fund

The receipts and payments of the Fund, as maintained by the DB Receivers, for the period

1 January 2018 to 30 June 2018 is summarised in the table below.

Receipts

Loan Reductions

GST received

Total receipts

Bank charges

Legat fees

Loan draws

Receivers & Managers’ Fees

Receiver’s Fees

Other payments

Net receipts (payments)

1,724,179.36
632,886.63
122,614.32
4,350.18

2,544,030.49

23.30
886,113.32
4,089.50
212,812.60
1,064,214.80
2,562.14
2,290,675.31

253,355.18
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4. Investor Information

4.1 Estimated Return to Investors

I provide an estimated return to Investors of between 12.6 cents and 14 cents per unit as at 30 June
2018, calculated as follows:

Cash at bank
Other assets (including interest receivable)

Other unsecured creditors

m&s&mwm@mﬁamw}mm
Section 1.3.9 for further details - madmutn amount shown

Receivers and Managers’ fees (DB Receivers)

Total Liabilities

Total investor units (as at 30 June 2018)

68,719,609
455,478
69,175,087
6,470,833

918,458

129,106
1,217,604
8,735,998
60,439,089
478,100,386

1Z.6.cents

68,719,609

2,007,201

70,726,810

1,741,768

918,458

129,106

1,217,601

4,006,933

66,719,877

478,100,386

Please note that the estimate and prior estimates do not take into account future operating costs and
future Receiver’s fees or any legal recoveries against borrowers, valuers or other third parties. Should
the claims against the Feeder Funds be successful this would materially affect the return to the Feeder

Funds (negatively) and other investors (positively).

In calculating the estimated return to investors, | have also not made any provision for any successful

claims made against the FMIF.
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4.2  Estimated Unit Price as at 30 June 2018
The estimated unit price as at 30 June 2018 is 14 cents.

70,707,593
Less Creditors and Other Payables 3,823,179
TFotal Net Value of Fund Assets 66,884,414
Total Number of Units 478,100,386

14 cents

I attach a copy of a letter confirming the unit price as at 30 June 2018, which may be forwarded to
Centrelink to assist with the review of investors’ pensions.

4.3 Distributions to Investors

There has been significant progress made towards being able to make an interim distribution to
investors with the discontinuance of three proceedings against the LMIM/FMIF by the MPF for amounts
in excess of $30M and the imminent retirement of the DB Receivers. Once the DB Receivers retire, |

will have sole control over the funds held. The following further steps (including estimated timing)
are required to be taken to allow an interim distribution to investors:

e Retirement of the DB Receivers (estimated within one week)
L]

Completion of the Proof of Debt process by FT1 and identification of indemnity claims against
the Fund (2 months)

Completion of the mediation against the Feeder Funds (5 and 6 November 2018)

Application to Court to permit an interim distributions and to correct the members register
(December 2018)

e Payment of interim distribution (January 2019).
4.4  Ongoing Reporting to Investors

Reports will be distributed to investors in accordance with the preferred method of correspondence
recorded for each investor in the Fund’s database. In order to assist in reducing distribution costs, it
would be appreciated if investors could nominate an email address as their preferred method to
receive correspondence. Investors may update their details as outlined in Section 4.5 below. For

those investors that do not have an emait address, correspondence will continue to be sent to you via
post.

My next report to investors will be issued by 31 December 2018.
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4.5 Investors Queries

Arrangements are in place to ensure that any reasonable questions asked by members of the FMIF,

about the winding up of the FMIF, will be answered within a reasonable period of time (generally
seven days) and without charge to the investor.

For any changes to investors details, please review the Useful Forms/ Procedures tab on the website
www . Imfmif. com which includes information regarding the following procedures:

e Change of Contact Address/Bank Account Details _

-4

Change of Contact Address/Bank Account Details of a Deceased Estate
» Change of Trustee of Self-Managed Super Fund

@

Transfer of Unit Holding from a Super Fund/ Trustee Company to Personal Name(s)

e Transfer of Unit Holding from a Deceased Estate to the Sole Survivor

e Transfer from a Deceased Estate to a Beneficiary of an Estate
»  Other Transfer of Unit Holding from Existing Investor to a New Investor

It is a requirement that advisors or other third parties acting on behalf of Unit Holders are doing so
pursuant to a relevant Authority/Power of Attorney. Please ensure that a relevant Authority/Power

of Attorney accompanies the abovementioned documents as necessary (if an Authority/Power of
Attorney has not previously been provided).

It is preferable that all questions about the winding up, or communications are sent via email to
enquiries@lmfmif.com with original documents to be mailed as required to:

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +61 7 3237 5999

Fax: +617 3221 9227

5. Receiver’s Remuneration and Expenses

There have been nine applications to Court to date to approve my remuneration from the date of my
appointment on 8 August 2013 until 30 April 2018.

A copy of all documentation in relation to my applications can be found on the website
www.imfmif.com.

In addition to the remuneration previously approved by the Court | calculate that, on a time basis, |
have incurred further remuneration of $1,092,979.50 plus outlays of $18,725.89 plus GST from 1 May
2018 to 31 August 2018 plus work undertaken in respect of the controllerships for the retirement
village assets of $22,014.50 plus GST as detailed in the table below and attached summaries.
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(Receivers & Managei_'sﬂAppamted) (Recewer 1

¢ M ,092,979.50 18,725.89
Appointed)

OVST Pty Ltd (tn Liquidation) (Controllers Appointed) 4,301.00 -
Pinevale Villas Morayfield Pty Ltd (In Liguidation) (Controlters Appointed) 6,132.00 -
Bridgewater Lake Estate Ltd (In Liquidation) (Controtlers Appointed) 5,153.00 -
Cameo Estates Lifestyle Villages (Laumceston) Pty Ltd 1,610.50 -
Redland Bay Leisure Life Ltd (In Liquidation) (Controllers Appointed) 2,998.50 -
Redtand Bay Lefsure Life Development Ltd (In Liquidation) (Controliers 1,819.50

pposited)

Total

1,114,994.00 18,725.89

I anticipate that my next application to Court for the approval of my remuneration will be made in
November 2018 covering the period 1 May 2018 to 31 October 2018. The controllership appointments
have now been completed. A copy of my application in this respect will be posted to the website

www.lmfmif.com and investors will be notified when this application has been lodged.
5.1 Actions taken during the Period

| provide below a summary of actions taken during the period from 1 January to 30 June 2018:

e Work undertaken in relation to the litigation matters detailed at Section 1.1 and 1.2 of this
report, which include, among other things:

o]

taking steps to procure the discontinuance of the proceedings by the Trustee of the
MPF against LMIM and the Fund. See Sections 1.1.1.1 Assigned Loans and Section
1.1.1.2 AliS Loan Claim.The Assigned Loans claims were discontinued in June 2018
and the AlIS claims discontinued in August 2018;

Liaising with various parties in relation to the DB Receiver’s retirement;

Progressing the claim against the former auditors regarding the financial statements
and compliance plan audits following public examinations held, amending the claim
and conducting substantial work finalising the quantification of the loss suffered by
the Fund. See Section 1.2.1 above;

Progressing the Feeder Fund claim including obtaining directions for a mediation to
be held, which is currently scheduled to take place on 5 and 6 November 2018. See
Section 1.2.3 above;

Progressing preparation of an application to Court for directions and leave to proceed
in respect of the proceedings against LMIM, and a stay of the proceeding until further
order, which was granted on 25 July 2018. See Section 1.2.5.3 above;

Monitoring and providing assistance to the Liquidator of Bellpac regarding the $8M
bonds claim, progressing this matter, and also dealing with the MPF’s claim for

w
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5.2

reimbursement of litigation funding costs from the proceeds of the Bonds. See section
1.2.2 above;

o Progressing the claim against the MPF and others with a trial set for March /April 2019.
See Section 1.1.2;

o Progressing claims against guarantors. See Section 1.2.4 above.

Maintaining the management accounts of the Fund and preparing the management accounts
for the half year ending 31 December 2017 and year ending 30 June 2018;

Undertaking the investor management function for approximately 4,500 investors including

answering queries on the winding up of the Fund and maintaining the investment database,
including any change in details or transfer of units;

Preparing affidavit and supporting material for an application to Court for approval of the
receiver’s remuneration for the period 1 November 2018 to 30 April 2018;

Finalising outstanding matters from the sale of five retirement villages, including tax
compliance issues;

Further investigations into the migration of the Composer investor management database to
the AX investor management databases;

Attending to compliance with the conditions of ASIC’s grant of relief from the requirements
of a half year review and annual audit of the financial reports and compliance plan;
Preparation of unit price calculations; and

Preparation of update reports to investors in March and June 2018.

Actions required to complete the winding up

I provide below a summary of the proposed actions to be taken in the next 12 months in relation to
the winding up of the Fund:

Take steps to finalise the various ongoing litigation matters outlined in this report;

Continue to monitor and assist the Bellpac liquidator to achieve settlement or determination
of the $8M bonds claim;

Resolve the MPF claim against the proceeds of the Bonds;

Finalise all claims against guarantors;

Resolve or have determined FT1’s indemnity claims against the Fund;
Maintain the accounts of the Fund and prepare management accounts;

Resolve the issues relating to the investor units subscribed in foreign currencies in the investor
management database, and obtain court approval to correct the member records of the FMIF;

Maintain the investor management database;

Subject to the retirement of the DB receivers and obtaining the necessary approvals from the
Court, process an interim distribution to investors;

Report to investors on a quarterly basis; and

Make applications to Court for remuneration approval.
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Please note that the timing to finalise some of the above matters will be subject to inter alia, progress
of the outstanding legat actions.

5.3  Actions required to complete the winding up

| provide below a summary of the key actions required to complete the winding up:

s Finalise all litigation currently on foot and contemplated;

-3

Resolve or have determined FTI’s further remuneration or indemnity claims against the Fund;
e Discharge all liabilities of the Fund;

o Obtain a discharge of the DB security and of the DB Receivers;

Obtain approval from the Court to process interim distributions and a final distribution to
investars;

e Prepare final accounts for the Fund;

e Arrange for an auditor to audit the final accounts of the Fund after the Fund is wound up; and

* Obtain court orders in relation to the finalisation of my role in relation to the Fund.

I anticipate that the winding up of the Fund will be finalised in approximately 18 to 24 months,
however, this may vary subject to the progression of the outstanding legal matters detailed in this
report.

6. Queries

Should unit holders wish to advise of any changes in details or require further information, please
contact BDO as follows:

BDO

GPO Box 457

Brisbane QLD 4001

Phone: +61 7 3237 5999

Fax:  +617 32219227

Email: enguiries@lmfmif.com

Yours sincerely

;@

David Whyte
Receiver



81

pejou aspataljo sselUn LED ephjoxe sjunolie jiy 830N

) o0'sL't ek Jueysissy edpavld] YBupTeN elow)

00°026't rsb 00°026°} 26k Juessjesy aopaeld YBUITIE oW
00'0E#'} 4] 00°0EH*L [y ok Juesissy a3noRld Weuusg eiuel

00°06E o o0-06E (X3 ott Juesissy apoRld e yes?

00"285"14 &8 00°£65°Lb 688 (i3 Jueysjssy sapoeld] - asoyepnr

00'655 (34 00°655 34 143 umsissy adpoesg pIens syooig|

0522 ra oo'ozz'e (3] 05" £2T € 00°085"% 9'2€ og°266 5 05 TEr 2sL st syenpetBrapun 31hum uedy
00°00F°} o8 05728 &y 05°26E'6 L'es 05°209'F €9 0527291 16 1) f 128103
06'887 9L 0008} (43 00°8b8'L 9t 00°922'8 25k 60°Th5'9h 616 o8 ayenpesiropuny a1fum weky
00°9€5°9 y'or 00°9ES"9 ¥'0E skt ueIUno3Y jenpeio) YlodieD ssjoly

00'655 9 05" 1672 188 0s°9¢2 v 00" 282°€k 913 4 UEIUROIDY SYenpeiD Sujpjatd eneujory

00°982 [ 00°982 3] 1144 Juesisy Bujunodsy| weyBURUURD Yeleg)
00°206 A3 00°982 e 00°+E59 134 00'822'8 (] 00°056°S4 (373 244 195103
0oLt L4 00°088 or 00°254'6 oty 00°039 .33 o0gea‘ih 8°€5 oz RUNODY 33ENPRID HioLe3 ssiop)
00'Fy 70 06°891'e 5] D0°9z2°c) ¥z 00°0k5"91 [ P73 0zt JuBjUnaZDY HENpRID Bujpjald snaujay)
00°63 7T 00'6b9 T (114 JUEYNSUO)) J0}U3S, urey) uaqnay

ou°sl9‘s 68} 00'025'2 43 00°005°E o0 00*352'¥L €69 05"069° ¢ brEE 0008585 o'9El oge hes - JUBIUNDIIY Sojuag Wem Aoy
00°P26'E 601 00°072'F} &6 00°259°€7 59 00°000°8} 0708 00°962°65 1994 09€ fix3 - JUEIUNEIDY Jojuas) Tepm Aojsupy|
00°021'19 85H 00°azs 19 xS ook 1012311q SYejo0ssY| nabeg sjnf

00°$98°E4) 219 00°b9B EL 4997 114 1032311 03Ej055Y noBeg spnf

00'6Y9 g 00°659 -4 oeF aaBeue) alafawaq sHyD

00°659" 13 79 00°639°+b 79z sk soBeueyy|  sueIEULeYq JRYOIN]

00°185'2 8§ 00" 15T g 14 Jageuey asafksuraq sy

00°51T'L re 00'5LZ"E &1 osy JaBeue Jojusg Japuuxayy jenules,

00" 249°LE Lo 00°226'! 34 00'952'2 8k 00°90R°6L 2'¢9} 00'369" 12} 9'957 o JsBeuely Jojuag Jopde Jngy|
00°285 Tt 0g° 42 5% 00496954 [a>14 05 ££2'8E} 8- sy sBatre Jojuss| 1oife] nyuy]

05089 £} 05°0E9 et (13 JaBeuryy J0juas| oeydey Jreysey

00°L98 1 00°£98 ok olg 1021)q Feja0ssy SaUfey SEYD

00°€55°5H z0e 00°£35°G1 zoe 18 Jouteg supjuer pers)

05°805 69 05°305 60 95 JaBewewy Jojuas) plesien uyop

00°0LL'Y .33 00°0LL'} (44 045 Jauyey JONEIAUM SpeH

(o] €0 00°728 60 2] JuEnsuo3 supjjon Au3D)

[k 52 00°p20'E €5 00'524"L (X7 00°95L ' rw 00"F2Y 6F £58 088 apieg =1A4m piva
00°8PL'SL 9'0€1 00°9k2"54 2'0Ek 085 Jouptey plouer e

00°£5E 90 05°6¥0°5T T 00'9E'S 88 05°0%6'8} [ 00°€29°6¥ (4] G685 Jauped Ay piaeg
00°555"60T e 00°655'60T e s6s Jatnseq plosser 3|

00482 ¥ 00°¥8T 0 oL 1atneg] FEILTEOEN

365

N

(pajujoddy sieBeuey B 51oAj238Y) pun4 awlodu) sBeBrioy 3514 W1
1d jo Arewiuing - 1HOJY NOILYYINNWIY

8107 35nBny 1€ 03 8107 Aey | popiad ay Jo} Yiom jo KioBajes Aq sas} jeuoy




(r\

Al

189 ONITV1O0L

89'865°0Z

69'2.8'L 189
68'STL'8} Tviol
00'G68'} sesuadxg 1
oL’Lle Bupuiid
11'9) Jaunos
To'Lbl sede} Xel
08'298'%} abejsod
¥5'286 994 Yoseag

99 vvy

(pejutoddy siebeuely g SIenla0ay) pung swodsuj eBeblop 3siid W

810z 3snbny ¢ 0} 8L0Z Aely | poled 8y) 10} sjuswesingsiqg

366



05°/8L
oo'tel
00°90%

00'050}
00°75¢

{/-\

0
L0

00’0}l

00°260°}
00°G8¢
00°2L
00°56¥
00°8%

00°'+0T

10
£0

0.

05'6
05°/8L
00°Trt
00°908
00°760°L
00°5ev°}
00'vZe
00°S6¢
00°85
00402

10
'R 4
bb
€'z
6’
4
6'0
Lb
10
£'0

66

GL}
0tz
1144
08t
0s€
09¢
oSy
088
089

pajou SSIMIBYIO SSBJUN | S5 SPNjoXe SJUNOLUE [ 830N

JUels|ssy 9al30eld
JUEIUNODIDY ajenpeln
JUEIUN0DIY B1eNprID
JURIUNOIIY Bjenpelg

JuURNSU0) Jojuss
paousiiadxg - JUeIUNOIIY JOjuas
paousiadx3 - JUeIUN0IDY I0juss

Jageuey Jojuag

Iaulled

Jsulied

(pa3uioddy siajjosiuo)) pajwyiy Ald a1eisy aye’ layemssplid
8107 3SN8NY L€ 03 8L0T Aew | porad ay3 1oy oM jo A10833ed Aq s93) Jeuoissajoid Jo Aewwns - 1HOdIY NOLLVYINNWAY

;
cmEﬁm: RILOW
afpLiqy1a 984089
042D 851013
28pLiqua 98.l0en
Wwey ) usgnay
nem Assuly

NeM As)suly
Japuexaly janwes

9JAUM plaeq

Joyey esia

367



06°6
00°6E
00°492%
00°¥G)
00°9¥
00°G¢
00252

0099

00°ZL

z

0

066
00°5¢
00°4Z5
00°07C

00
00
00

.

.

’,

(44
113
44

1’0
o
1%
04
A
10
60

g6

S
1741
1144
0t
43
09¢

JUR)SISSY wu_uum.bv
JUR3SISSY UOPRAISIURLPY
JURIUNODIY S)enpeln
JURIUNOIDY d)enpeln
JUBUNOIDY Jjenpeln
pasuapiadxg - JURIUNOIDY IOJUSS

pasusiiadxg - JURIUNODIDY OIS

(pajuloddy sisjj03u0)) p1 L1d (uojsaduneq) saBejjiA 8]A1say)] sajeisy oswe)
8107 3snBny | g 03 80T Aew | porsad ayj 1oy som Jo AioBajed Aq s33) Jeuolssajoud Jo Alewwns - 1YOdTY NOLLVYANAWIY

pajou as|MIaL}0 $Sajun | SO 9phjoXe SIUNOWE || ;30N

yBupIey Bliow
uosp.eyopy Aayysy
a8pLiqyia] 38i09n

N04e) 351013
afpuqyla 284099
1M Aajsuly
1M Asjsuly

368



00°475
00°Z5€
00°ZLS

00°095
00°797

£

9'

9’1
FA

00°ZZ

00°898

00°ZL

00°548
00°70T

0
6’
€0

006}

00°GZS
00°vLE
00°2.8
00898
00°094
00°¥tt
00°558
00°'+0C

0t
L't
97
L'e
9l
60
6’
£°0

72
ot
1744
08z
0Se
09¢
0S¥
089

pPS}oU SSMIBY}0 SSS|UN | SO 9PN[oXD SIUNOWE || :8JON

JUe)sjssy Sd11eld

JURIUNODDY Sjenpeis
JURIUNODDY SJBNpRID)
JUEIUN0IDY dlenpeis)

JUENNSUOY I0IUSS

pasuapiadxg - JURUNOIDY Jojuas
pasuapiadxy - JUEIUNODDY I0jUSS
Jafeuey 10juas

Jauried

(pa3jutoddy sia))013uo)) py1 A3d LSAO
810z 3sn8ny Lg 03 8107 Aew | powad ay3 Joj yom jo AloBajed Aq sa8) jeuojssajoid Jo Alewwins - 1HOdTY NOLLVYINAWRY

ysuley esow
28pLIqy1e] 981099
No.a4e) asi0]
afpLiqyla abioen
wey ) uagnay
neM Aasuly

1M Aojsuly

Japuexaly janwes

e

369



£

pPajoU SSIMIBU}O SSajUN | SE) 8pnjoxXe sJunowe |y :8jeN

00°00£°C JUEIINSUDY BJenpeln
00'8ly 6’1 00°'8i¥ 6} 07z JuelsiSsy Sujunoddy weysuiuuny yeles
00'088 14 00°088 1k 0t 1URIUN0IDY alenpely . 28plqya 88i099
00°1ES 8’} 00°1ES 8l 66T jueynsuc) Joiuss weyl usgqnay
00°7L6 L't 00°80} £0 00°080°} 0t 09t paduaiadxg - JUrRIUNODDY Jojuag 1M Aajsuly
00°€26 £ 00°€26 £l 0L Jauled SYOIH alBuy

(pajutoddy siajjo13u0D) P31 Ald PIolIARIow Se])IA 8jeASuUld
810z 3sNSny L€ 03 8107 Aew | powad ayj 1oj 3Jom jo A108a3eD Aq s394 Jeuoissajoud jo Alewuing - 1NOdIY NOLLYYINAWIY

370



00°G€
00°SE
0078l
00°88
00°0Z€‘}
00°0L
00°88Z
00’94}

810z 1sn8ny L¢ 03 gL0Z Aew | poliad ayj 1oy diom jo AioBajed Aq sasy je

70
70
10
¥'0
09
(ALY
8'0
£°0

059

00°9L1

05°691
00°895

8'0

£0
8'0

(pa3jutoddy sis}joal

05787
06°9r
00°GE
00°GE
00°8}
00°'+97
00°0ZE‘L
00°0L
00°88
00°'951
06°691
00°895

€0
[AY
o
1’0
(A"
09
(A
80
€0
€0
8'0

1511
74"
all
08l
(1144
1744
0St
09¢
0zs
895
olL

P8J0U BSIMIBU}O SSBJUN | SO SpNjoXe SjuNowe |y :aj0N

JURISiSSY a2p10Rld

JURIS|SSY 3dp10R.d

Juels|ssy UOHRASIUILDY
JURIUNQIIY djenpe.s
ajenpeidiapun

JULIUNOIIY S1eNpe.D
JURILNODIY Jjenpels
poaduaLiadxg - JUBIUNOIDY JOjUSS
paouaiiadxy - JUBIUNOIDY JOUDS
Jaupied

Jofeury Joluss

Jauied

uo)) py1 A3d 8J1 34nsia Aeg puejpay
uojssajoid jo Arewwns - 1HOdTY NOILLYYINNWIY

yBupIRH RIOW

SUPPOID UBISHID

uospJeyory Asjysy
adpliqy1e 884039
91AYM uehy
noJie) 85013
adpLgy1a 281099
1M Asisuly

1em Aajsuly

Xiy uesng

pJe.res uyor

Js1jey estal

o

3N



/‘\

00°98Z
00°'085
00°0L

00°88¢

£l
A
0
8°0

0000V

00°vS51

0¢

w)
o~

00°61
0578
00°00v
00°99Z
00"#0L
00°0L

00°88Z

[AY

£0
0z
£l
[4
0
80

74

pajoU SSIMIBY}0 SSBjUN | S5 8pNjoXe SJUNowe Iy :8joN

Jues|Ssy adllok.id

JULIUNOIDY Sjenpe.d

JUBJINSLIOY) BIRNPEID
JUBIUNODDY ajenpe.s)
JUBIUNOZDY SJenpein
pasusiiadxg - JUBIUNOIDY JOIUIS

paouaLadxg - JULILNCIDY 0B

(pajutoddy sJajj043uo)) p1 Ald Juawdo]dAaq 811 a.nsia Aeg puejpay
8107 3SN8ny L 03 8107 Aew | poliad ay3 1oy diom Jo AloBajes Aq 583y Jeuojssajoud jo Arewwing - LHO4IY NOLLVYINNWIY

R
et

ysupey edow
a8puqyia 281099
Jann4 eaissar
no.e) asioy]
afpliqyja o8.1030
nem Asisuty

1eMm Aajsuly

-

372



e,

28 September 2018

TO WHOM IT MAY CONCERN

LM FIRST MORTGAGE INCOME FUND (RECEIVERS AND MANAGERS APPOINTED) (RECEIVER
APPOINTED) ARSN 089 343 288 (‘the Fund’ or ‘FMIF’)

I refer to my appointment as the Receiver of the Fund’s assets and the person responsible for ensuring

the winding up of the Fund in accordance with the terms of its constitution by Order of the Supreme
Court of Queensland on 8 August 2013.

| provide an update on the estimated unit price of the fund as at 30 June 2018, calculated as follows:

Total Value of Fund Assets as at 30 Jiine 2018 (et of land tax and fates) 0,707,593

Less Creditors and Other Payables 3,823,179
Total Net Vafue of Fund Assets 66,884,414
Total Number of Units 478,100,386
Unit Price Estimate 14 cents

Should you have any queries in respect of the above, please contact my office on (07) 3237 5999 or
enquiries@mfmif.com.au.

Yours sincerely,

;@

David Whyte
Receiver

373



From: Jonathan Henry [mailtcjhenn@mc

grathnical.oom]
Sent: Thursday, 20 September 2018 5:43 PM

To: Park, John; David Whyte (David. Whyvte@bdo.com.au)
Cc: Jason Preston; Anthony Connelly; Grace Chessman
Subject: LM Investments - R&M retirement

Dear John and David,

Please be advised that we expect to retire from LM Investments in the next seven days.

In recognition of the relationship between LMFMIF and the estates you both manage,

please advise if
any outstanding issues require our attention before we retire.

Regards,

Jonathan Henry
Partner

Level 12, 20 Martin Place, Sydney NSW 2000 Austratia
T +61293382643 M +61437 092 393

McGrathNicol jhenry@mcgrathnicol.com

This email is confidential and may be legally privileged; it is intended solely for the addressee. Access by anyone else is
unauthorised. If you have received this email in error please notify us immediately by return email or telephone +612
9338 2600 then delete and destroy any copies of it. Any unauthorised disclosure, copying, distribution or any action taken
or not taken in reliance on it is prohibited and may be unlawful. Any opinions or advice contained in this email are subject
to the terms and conditions of the governing McGrathNicol engagement letter. Opinions, conclusions and other
information in this email and any attachments that do not relate to McGrathNicol business are not given or endorsed by
it. McGrathNicol cannot guarantee that emails are secure or error-free as information could be intercepted, comupted,

lost, destroyed, arrive late/incomplete or contain viruses. Liability limited by a scheme approved under Profassional
Standards Legisfation.

Confidentiality Motice:
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To the Liquidator of LM Investment Mana
“Company”) in its own capacity

Thisisto

FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

gement Limited (in Liquidation) ACN 077 208 461 (the

state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brishane full name, ABN and address of the creditor and,

if applicable, the creditor’s partners. If prepared by an employee or agent: of the

creditor; also insert a description of the occupation of the creditor) fOT 10,706,853 dollars and 84 cents

Particulars of the debt are:
Date Consideration Amount Remarks
(state how the debt arose) {include details of voucher substantiating payment}
Various Equitable compensation for, $10,706,853.84

Refer to Annexure 1, documents referred to in

among other things, the loss Annexure 1, and the Loan Statement,

caused by LMIM'’s breaches of the
duty it owed as trustee of the
MPF, to the beneficiaries of the
MPF not to place itself in a
position of conflict of interest or
duty.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order,
satisfaction or security for the sum or any part of it.

{insert particulars of all securities held. If the securities are on the praperty of the company,

had or received any

assess the value of those securities. If any bills or other

negotiable securities are keld, show them in a schedule in the following form).

Date Drawer Acceptor Amount Due Date
Signed by (select option):

O lamthe creditor personally.

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

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

Signature: éﬁ’, " Dated: 2 October 2018
e

Name: Jarrod Villani on behatf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund
Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL

Do you wish to receive all future reports and correspondence from our office via email?

Email: sclisby @kordamentha.com AND villani@kordamentha.com

Yes No

ME_153788966_1
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caused by LMIM’s breach of the

FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 {the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane full name, ABN and address of the creditor and, if applicable, the creditor's partners. If prepared by an employee or agent of the

creditor, also insert a description of the occupation of the creditor} for $16,820,356 dollars and 30 cents

Particulars of the debt are:

Date Consideration Amount Remarks
(state how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation for, $16,820,356.30

Refer to annexed statement of facts and loan

among other things, the loss statements.

duty it owed as trustee of the
MPF, to the beneficiaries of the
MPF not to place itself in a
position of conflict of interest or
duty

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

(insert particulars of all securities held. If the securities are on the property of the company, assess the value of those securities. I any bills or ather

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

: [1 tam the creditor personally.

LI 1am employed by the creditor and authorised in writing by the creditor to make this statement. | know that

the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

1 am the creditor's agent authorised in writing to make this statement in writing. | know the debt was

incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains
unpaid and unsatisfied.

Signature: €

Dated: 2 October 2018
A——
Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL Yes No

Do you wish to receive all future reports and correspondence from our office via email?

Email: sclisby@kordamentha.com AND jvillani®@kordamentha.com
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: Korda Mentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane full name, ABN and address of the creditor and, if applicable, the creditor's partners. If prepared by an employee or agent of the

creditar, alsa insert a destription of the occupation of the creditor) for $5,128,071 dollars and 34 cents

Particulars of the debt are:

Date Consideration Amount Remarks
(state how the debt arase) {include details of voucher substantiating payment)
Various Equitable compensation for,  $5,128,071.34

Refer to annexed statement of claim, statement of

among other things, the loss facts and loan statement.

caused by LMIM’s breach of the
duty it owed as trustee of the MPF,
1o the beneficiaries of the MPF not
to place itself in a position of
conflict of interest or duty.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

{insert particulars of all securities held. If the securities are on the property of the company, assess the value of tﬁose securities. if any bills or ather

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

1 lam the creditor personally.

[0 1am employed by the creditor and authorised in writing by the creditor to make this statement. | know that
the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

X

Iam the creditor's agent authorised in writing to make this statement in writing. | know the debt was
incurred for the cansideration stated and that the debt, to the best of my knowledge and belief, remains

unpaid a W. /
Signature: '&

A i Dated: 2 October 2018
LW

Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL Yes No

Do you wish to receive all future reports and correspondence from our office via email?

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 {the
“Company”) in its own capacity

This s to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane ful name, ABN and address of the creditor and, if applicable, the craditor's partners. If prepared by an employee or agent of the

creditor, also insert a description of the accupatian of the creditor) for $4,153,731.32 dollars and 32 cents

Particulars of the debt are:

Date Consideration Amount Remarks )
(state how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation for, among other $4,153,731.32 Refer to Annexure 1, the documents referred to in

things, the loss caused by LMIM’s breach of
the duty it owed as trustee of the MPF, to
the beneficiaries of the MPF not to place
itself in a position of conflict of interest or
duty.

Annexure 1, and the claim balance calculation.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

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

negotiable securities are held, show them in a schedule in the following form).
Date Drawer Acceptor Amount Due Date

Signed by (select option):

1 lam the creditor personally.

LI tam employed by the creditor and authorised in writing by the creditor to make this statement. | know that
the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

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

Signature: € Dated: 2 October 2018

Name:. Jarrod Villani on behalf of X6rdaMentha Pty Ltd as trustee of the LM Managed Performance Fund
Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL

Yes No
Do you wish to receive all future reports and correspondence from our office via email? X O

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

ME 153781284 1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

- FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Ma naged Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brishane fult name, ABN and address of the creditor and, if applicable, the creditor’s partners. If prepared by an employee or agent: of the

creditor, also insert a description of the accupation of the creditor) Tor 19,948,253 dollars and 18 cents

Particulars of the debt are:

Date Considemﬁoﬁ Amount Remarks
(state how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation far, $19,948,253.18 Refer to Annexure 1, the documents referred to in

among other things, the loss
caused by LMIM’s breaches of the
duty it owed as trustee of the
MPF, to the beneficiaries of the
MPF not to place itselfina
position of conflict of interast or
duty.

Annexure 1, and the Loan Statement.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

(insert particulars of alt securities held. If the securities are on the property of the company, assess the value of those securities. If any bills or other

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

{3 lam the creditor personally.

Signature:

lam employed by the creditor and authorised in writing by the creditor to make this statement. | know that

the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

I'am the creditor's agent authorised in writing to make this statement in writing. | know the debt was

incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains
unpaid and unsatisfied.

Dated: 2 October 2018

v_..'.‘/
Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

Address: Level 14, 12 Creek Street, Brisbane QLD
RECEIVE REPORTS BY EMAIL Yes No
Do you wish to receive all future reports and correspondence from our office via email? x |

ME_153793312_1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORRM)

To the Liquidator of LM Investment Management Limited {in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity.

This is to state that the company was on 19 March 2013, and stiif is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane fu name, ABN and address of the creditor and, if applicable, the creditor's partners. If prepared by an emplayee or agent of the

creditor, also insert a description of the occupation of the creditor) for $18,982,171 dollars and 51 cents

Particulars of the debt are:

Date Consideration Amount Remarks
{state how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation for, $18,982,171.51

Refer to annexed statement of claim, statements of

among other things, the loss facts and loan statement.

caused by LMIM’s breach of the
duty it owed as trustee of the
MPF, to the beneficiaries of the
MPF not to place itseif in a
position of conflict of interest or
duty.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or receijved any
satisfaction or security for the sum or any part of it.

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

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

3 lam the creditor personally.

I tam employed by the creditor and authorised in writing by the creditor to make this statement. | know that
the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
remains unpaid and unsatisfied.

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

Signature: & Az Dated: 2 October 2018

Name: larrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL

Do you wish to receive all future reports and correspondence from our office via email? x O

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

Yes No
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v, the duty it owed as trustee of the MPF, to

FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”} in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane ful name, ABN and address of the creditor and, i applicable, the creditor's partners. If prepared by an employee or agent of the

creditor, also insert a description of the occupation of the ereditor) for $1,281,024 dollars

Particulars of the debt are:

Date Consideration Amount Remarks
(state how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation for, among other 51,281,024 Refer to Annexure 1, the documents referred to in

things, the loss caused by LMIM’s breach of Annexure 1, and the claim balance calculation.

the beneficiaries of the MPF not to place
itself in a position of conflict of interest or
duty.

To my knowledge or belief the creditor has not, nor has any person by the creditor’s order, had or received any
satisfaction or security for the sum or any part of it.

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

negotiable securities are held, show them ina schedule in the following form).
Date Drawer Acceptor

Amount Due Date

Signed by (select option):

[1 lam the creditor personally.

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

X

l'am the creditor's agent authorised in writing to make this statement in writing. | know the debt was

incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains
unpaid and unsatisfied.

Signature: C;x??’,?f Z é Dated: 2 October 2018

Name: larrod Villani on behalf of Kordafentha Pty Ltd as trustee of the LM Managed Performance Fund
Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL

Yes No

Do you wish to receive all future reports and correspondence from our office via email? X 0

Email: sclisby @kordamentha.com AND jvillani@kordamentha.com

ME_153781284_1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited

(in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha
Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek
Street, Brisbane full name, ABN and address of the creditor and, if applicable, the creditor’s partners. If prapared by an employee or agent: of the
creditor, also Insert a description of the occupation of the creditor) for 2,320,118 dollars and 62 cents

Particulars of the debt are:

Date Consideration Amount Remarks
(state how the debt arose) {include details of voucher substantiating payment)
Variaus Equitable compensation for, $2,320,118.62

Refer to Annexure 1, the documents referred to in

among ather things, the loss Annexure 1, and the claim balance calculation.

caused by reason of LMIM's
breaches of the duty it owed as
trustee of the MPF, to the
beneficiaries of the MPF not to
place itself in a position of conflict
of interest or duty.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

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

negutiable securities are held, show them in a schedule in the following form).
Date Drawer Acceptor

Amount Due Date

Signed by (select option):

[0 [am the creditor personally.

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

X

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

unpaid and unsatisfied. /
Signature: C@Xﬁ’ .4 ;éé , Dated: 2 October 2018

"

Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund
Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL Yes No

Do you wish to receive all future reports and correspondence from our office via email?

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

ME_153805989_1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM {GENERAL FORRM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the

“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and stiil is, justly and truly indebted to: KordaMentha
Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane full name, ABN and address of the creditor and, if applicable,

the creditor's partners. If prepared by an employee or agent: of the

creditor, also insert a description of the occupation of the creditor) for 254,676,177 dollars and 58 cents

Particulars of the debt are:

Date Consideration Amount Remarks
(state haw the debt arase) (include detuils of voucher substantiating payment)
Equitable compensation for, $254,676,177.58, being Refer to particulars below and the attached loan
among other things, the loss the accountbalance asat  statement and supporting documents.
caused by LMIM's breach of the 18 March 2018

duty it owed as trustee of the
MPF, to the beneficiaries of the
MPF not to place itself in a
position of conflict of interest or
duty; and

Equitable compensation for
breach of duty to exercise the
same care that an ordinary,

prudent person of business would

exercise in the conduct of that
business were it his or her own

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or recejved any
satisfaction or security for the sum or any part of it.

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

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

 Date Drawer

Acceptor Amount Due Date

Signed by (select option):

{1 1am the creditor personally.

Ol tam employed by the creditor and authorised in writing by the creditor to make this statement. | know that

the debt was incurred for the consideration stated and that the debt, to the best of m

remains unpaid and unsatisfied.

X

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

unpaid and unsati/sfrd__\ ; / j
Signature: C'sz/(

Dated: 2 October 2018

Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance fund
Address: Level 14, 12 Creek Street, Brishane QLD

ME_153777916_1

y knowledge and belief,
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RECEIVE REPORTS BY EMAIL Yes No
Do you wish to receive all future reports and correspondence from our office via email? O O
EN@IL ettt res et et e s e e

Particulars

Claim 1

°

Basis of claim

Equitable compensation for, among other things, the loss caused by LMIM’s breach of the

duty it owed as trustee of the MPF, to the beneficiaries of the MPF not to place itself in a
position of conflict of interest or duty.

Particulars

LMIM placed itself in a position of conflict by, among other things, lending to an entity
(Maddison Estate Pty Ltd) whose ultimate beneficial owner was Peter Drake.

Peter Drake was:

1. the sole shareholder and director of LMIM, the trustee of the MPF

2. avoting member of the MPF Credit Committee, which approved the loan (including
substantial variations) to Maddison

the sole director of Coomera Ridge Pty Ltd the owner of the land the subject of the

Maddison Estate Development Coomera Ridge Pty Ltd derived significant benefit

from the loan to Maddison because Maddison used the loan to:

a. discharge liabilities Coomera Ridge Pty Ltd had to Suncorp (first mortgagee);
and

b.- develop the land.

the sole director and shareholder of LM Administration Pty Ltd and a beneficiary of
the LMA Trust. LM Administration derived significant fees from Madison ($250k to

$350k per month) pursuant to a Development Management Agreement. Those fees
were paid from Maddison's MPF loan account.

Amount

$254,676,177.58, being the account balance as at 18 March 2018

Claim 2

Basis of claim

Equitable compensation for breach of duty to exercise the same care that an ordinary,

prudent person of business would exercise in the conduct of that business were it his or her
own

Particulars

Breach of Duties

ME_153777916_1
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LMIM failed to discharge the abovementioned duties. In particular, LMIM failed to:

(a) exercise:

(i) the same care that an ordinary, prudent person of business would exercise in
the conduct of that business were it his or her own; and

(ii) the care, diligence and skill a prudent person engaged in that profession
would exercise in managing the affairs of other persons.

In that regard, no prudent person engaged in LMIM's business would have made
available the Facility in the circumstances, including:

(A) with the deficient level of the security provided ;
(B) without requiring any material borrower equity;

(C) without obtaining regular independent point in time valuations of the
Land; and

(D) without requiring supporting evidence, from time to time, from an

independent quantity surveyor confirming the value of works
performed.

(b) (or failed to properly), take into account both prior to making available the Facility,
and from time to time when increasing the limit of the Facility:

(i) the risk of capital or income loss;
(ii) the likely income return;
(iiiy  the length of the term of the proposed investment; and

(iv)  the liquidity and marketability of the proposed investment during, and at the
end of, the term of the Facility.

Had LMIM done so, it would not have made the Facility available to Maddison, and/or
would not have allowed the Facility to be drawn to the extent it was.

Quantum/Amount

$254,676,177.58, being the account balance as at 18 March 2018

ME_153777916_1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liquidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still is, justly and truly indebted to: KordaMentha
Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek
Street, Brisbane full name, ABN and address of the creditor and, if applicable, the creditor's partners. If prepared by an employee or agent of the

creditor, also insert a description of the occupation of the craditor) for $17,307,395 dollars and 78 cents

Particulars of the debt are:

Date Consideration Amount Remarks :
(stote how the debt arose) (include details of voucher substantiating payment)
Various Equitable compensation for, among $17,307,395.78 Refer to Annexure 1, the documents referred to in

ather things, the loss caused by LMIM's
breach of the duty it owed as trustee of
the MPF, to the beneficiaries of the MPF
not to place itself in a position of conflict
of interest or duty.

Annexure 1, and the Loan Statement

To my knowledge or belief the creditor has not, nor has any person by the creditor’s order, had or received any
satisfaction or security for the sum or any part of it.

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

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

O lam the creditor personally.

[0 tam employed by the creditor and authorised in writing by the creditor to make this statement. | know that
the debt was incurred for the consideration stated and that the debt, to the best of my knowledge and belief,
rernains unpaid and unsatisfied.

X

I am the creditor’s agent authorised in writing to make this statement in writing. | know the debt was

incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains
unpaid and unsatisfied.

Signature: ‘EXW’? ; Dated: 2 October 2018

- Name: Jarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Address: Level 14, 12 Creek Street, Brisbane QLD

RECEIVE REPORTS BY EMAIL Yes No

Do you wish to receive all future reports and correspondence from our office via email?
Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

ME_15377T774_1
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FORM 535

subregulation 5.6.49(2)
Corporations Act 2001

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM)

To the Liguidator of LM Investment Management Limited (in Liquidation) ACN 077 208 461 (the
“Company”) in its own capacity

This is to state that the company was on 19 March 2013, and still Is, justly and truly indebted to: KordaMentha

Pty Ltd in its capacity as trustee of the LM Managed Performance Fund of C/- KordaMentha, Level 14, 12 Creek

Street, Brisbane fui name, ABN and address of the creditor and, if applicable, the creditor's partners. If prepared by an employee or agent of the

creditar, also insert a description of the occupation of the creditor) for 12,340,378 doliars.

Particulars of the debt are:

Date Cansideration Amount Remarks
(state how the debt arose) (include details of voucher substantiating
payment}
Various Equitable compensation for, ameng other things, the $12,340,378 Refer to Statement of Claim.

loss caused by LMIM’s breaches of the duty it owed as
trustee of the MPF, to the beneficiaries of the MPF to:

{1) adhere to the terms of the trust constituted by the
MPF as set out in the Trust Deed from to time; and

(if) exercise the same care that an ordinary, prudent
person of business would exercise in the conduct of
that business were it his or her own.

To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any
satisfaction or security for the sum or any part of it.

{insert particulars of alf securities held. If the securities are on the property of the company, assess the value of those securities. Ifany bills or other

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

Date Drawer Acceptor Amount Due Date

Signed by (select option):

[0 !am the creditor personally.

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

X

Iam the creditor's agent authorised in writing to make this statement in writing. | know the debt was

incurred for the consideration stated and that the debt, to the best of my knowledge and belief, remains

unpaid and unsatisfied.

Signature: é’zw/ﬁ Z é Dated: 2 October 2018

Name: lJarrod Villani on behalf of KordaMentha Pty Ltd as trustee of the LM Managed Performance Fund

Address: Level 14, 12 Creek Street, Brisbane QLD

ME_163798340_1
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RECEIVE REPORTS BY EMAIL

Do you wish to receive all future reports and correspondence from our office via email?

Email: sclisby@kordamentha.com AND jvillani@kordamentha.com

Yes '

No

ME_153798340_1
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RUSSELLS

20 July 2018

OurRef:  AJT:JTW:20170918

Tucker & Cowen
Level 15, 15 Adelaide Street
BRISBANE QLD 4000

By Email: anase@tuckercowen.com.an

Dear Colleagues

LM Investment Management Limited (Receivers and Managers appointed) (in Liquidation) -ats-
LM Investment Management Limited (Receivers and Managers Appointed) (in Liquidation) as
responsible entity of the LM First Mortgage Income Fund

Supreme Court of Queensland Proceeding Number 11560 of 2016

We refer to your correspondence of eartier today serving on LM Investment Management Limited
(Receivers and Managers appointed) (in Liquidation) (“LMIM”) and Mr John Park, the liquidator of
LMIM, your client’s application filed in Supreme Court of Queensland proceeding number 11560/16
returnable on Wednesday, 25 July 2018 (“the Application”).

Having taken instructions from our clients, we confirm that:

1. Neither LMIM nor Mr Park will be appearing at the return of the Application on 25 July 2018 —
the liquidators are without funds to deal with this matter; and

2. They will abide by the Order of the Court in respect of the Application.

Would you please tender this correspondencé at the hearing on 25 July 2018 to inform the Court of our
chients’ position.

Please inform us of the outcome of the hearing next Wednesday.
Yours faithfully

Ashley Tiplady
Partner

Direct 07 3004 8833
Mobile 0419 727 626

ATiplady@RussellsLaw.com.au
20170918/2493167

Liability imited by a scheme approved under professional standards legislation

Brisbane / Sydney
Lostal — GPO Box 1402, Brisbane QLD 4001 / Street— Level 18, 300 Queen Street, Brisbane QLD 4000
Telephone (07) 3004 8888 / Facsimile (07) 3004 8899
RussellsLaw.com.au
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"RUSSELLS

21 September 2018

Our Ref: AJT:JTW:20180543
Your Ref: Mr Schwarz

Mr David Schwarz
Tucker & Cowen
GPO Box 345
BRISBANE 4001
By Email: dschwarz@tuckercowen.com.an
anase@tuckercowen.com.au
Dear Colleagues

LM Investment Management Iimited (Receivers and Managers Appointed) (In Liquidation)

Thank you for your letter dated 18 September 2018.

We note your observations about the powers of the Court to make orders and will bear your
observations in mind when our client brings his application. -

As for the resumed hearing date on 3 October 2018, the primary purpose of that hearing is to finalise
the remuneration application. In that regard, we are waiting to hear from you with your client’s
response to the schedule that we provided to you on Tuesday, 18 September 2018 setting out the proper
analysis of the available headroom within the existing remuneration approvals. Might we enquire
when you will respond to us so that we know whether your client presses his objection, in which case
we will need, at least, three or four days prior to the hearing on 3 October to prepare affidavit

material. If the matter is going to be controversial, then your earliest response would be appreciated, so
that there is time for our affidavit material to be served well before the 3%, and your client having an
opportunity to respond say, 2 days prior to the hearing.

As foreshadowed on 6 September 2018, we also intend to raise with His Honour some options about
the future conduct of the dual appointments, with a view to presenting possible solutions to the
problems currently being experienced. In that regard, we envisage providing to you, in the next few
days, an application for directions and draft Order that sets out one or more of the options. Itisnot
envisaged that an Order will be sought in those terms on 3 October 2018, but rather that the options be
presented to His Honour and the application then be adjourned to a date to be fixed in order to allow

for service on all parties who might appropriately be respondents to the application for directions.

Liability limited by a scheme approved under professional standards legislation

Brisbane / Sydney
Postal ~ GPO Box 1402, Brisbane QLD 4001 / Street - Level 18, 300 Queen Street, Brisbane QLD 4000

Telephone (07) 3004 8888 / Facsimile (07) 3004 8899
RussellsLaw.com.au
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We note your client’s views, as expressed in your letter, about any departure from the status quo and
what will be in the best interests of the members of the FMIF.

We enquire if your client’s position is that he considers that the current regime is working optimally, so
far as he is concerned, such that there ought to be no change to the status quo?

In this regard, we ask for your client’s specific response to the following questions, on the basis that we
intend to tender this letter, and your response, at the hearing on 3 October 2018.

First, does your client and your firm maintain separate cost centres for discrete litigated proceedings;
i.e., such that you are able to provide, without significant cost, a schedule of the amount of money
claimed for remuneration and legal costs expended in relation to a claim?

Second, is there, in relation to each discrete legal proceeding, a budget for remuneration and legal
expenses anticipated for that proceeding?

Third, if there is such a budget, is there any accounting done, either as the matter proceeds, or at the
conclusion, of the actual remuneration and expenditure compared to the budget?

Fourth, in relation to the GST issue, if we can call it that, that has been ventilated between the parties

since you raised in in November 2017, is there any way of identifying the remuneration and costs and
expenses attributable to that issue?

Fifth, in relation to Mr Peden QC’s outstanding invoice of 22 June 2017 (copy attached), being for the
costs of the indemnity hearing in June 2017 (other than the four items totaling $1,200 relating to the
remuneration claim), is there any reason why that invoice (less the $1,200) cannot now be paid from
the FMIF, in full, notwithstanding that it was mistakenly left off the list of costs provided to you in
February 2018?

We look forward to hearing from you.
Yours faithfully

Ashley Tiplady
Partner

Direct (07) 3004 8833
Mobile 0419 727 626

ATiplady@RussellsLaw.com.au
20180543/2526035
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Principals.
Our reference: Mr Schwarz / Mr Nase 27 Septerber 2018 Richawt Coven.
. Justin Marschke.
Your reference; Mr Tiplady / Mr Walsh Daniel Duvey.
Consultant.
David Tucker:
Mr Ashley Tiplady - 1
Russells Lawyers Email:  atiplady@russellslaw.com.au bﬁ%@éﬁ:‘&:
Brisbane Qld 4000 jwalsh@russellslaw.com.au Alex: Nase.
Brent Weston.
Marceile Webster:
Asoclates.
Dear ol i
James Morgan.
Re: LM Investment Management Limited (In Liquidation) (Receivers & Managers Appointed) (“ZMIM"); Scott Homsgly-
Park & Muller and LMIM as Responsible Entity of the LM First Mortgage Income Fund (“ ZMZF") v David Whyte Rﬁ’lj f\;'gm:
Supreme Court of Queensland Proceeding No. 3508/2015 Wesley Hill,
L Your client has foreshadowed an application for directions or orders concerning the future conduct of the winding
up of the FMIF, having regard to the dual appointments of our respective clients.
2. We refer to our letter of 18 September 2018, and fo your letter of 21 September 2018, received that evening, on this
issue.
3. This letter responds to your letter's request that our client provide his views as to the current regime, and whether
he considers it to be working optimally.
4, We note that we have not yet received any draft proposed application, nor been informed of the orders to be sought
by the foreshadowed application, and this letter therefore assumes that any application to be made by your client
will be in terms reflecting what was said by your client’s Queen’s Counsel in Court on 6 September 2018, as recited
in our letter of 18 September 2018.
Mr Whyte's approach
5. It is appropriate to begin by identifying the way in which our client intends to approach your client's foreshadowed
application.
6. Mr Whyte does not consider it to be his role, a5 a Court—abpointed receiver and ‘responsible person’ of the FMIF, to
‘enter the fray’ in seeking either to preserve the stafus guo, or to seek some significantly altered regime,
7. He considers that his role is to provide such assistance to the Court in connection with your client's foreshadowed
application as is reasonably necessary to enable the Court to make a fully informed decision as to the most optimal
way to conduct the balance of the winding up of the FMIF, in terms of attempting to minimise duplication of work
and any scope for controversy as to the allocation of responsibilities.
8.

We note in this regard that his Honour clearly indicated in the recent hearing that our client, and we, should give

consideration to the way in which the ‘dual appointments’ in the winding up of the FMIF might be better
streamlined.
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Our client’s participation in without prejudice discussions to date have been on that basis and pursuant to that
invitation, as is this letter.

10. In short, Mr Whyte considers that he has ho'felevant personal interest in the outcome of the foreshadowed
application by your client, however he will do what he considers appropriate to best assist the Court to consider and
determine how the winding up of the FMIF may most appropriately be concluded.

Assessment of the current regime

1L Your letter frames your client’s foreshadowed application as one for orders as to possible solutions to “problems
currently being experienced” in relation to the dual appointments of your client and ouss,

12. Your letter does not identify with any specificity what your client considers those problems to be. We would have
thought that your client could articulate those clearly, given that this foreshadowed application has been your
client's initiative,

13. Nonetheless, as we stated in our letter of 18 September 2018, our client is open to the idea that some variation to
the current regime may be appropriate.

14. It may be accepted, we think, that there will inevitably be some level of additional cost involved in the existence of
multiple layers of insolvency practitioner appointments,

15. That additional cost was found to be justified by Justice Dalton and the Court of Appeal, for the reasons set out in
their respective judgments,

16. Presently, those layers comprise:

() your client’s appointment as the liquidator of LMIM;

(b) our client's appointment as receiver of the scheme property of the FMIF and as the person responsible
for ensuring the winding up of the FMIF in accordance with its Constitution; and

© the appointment by Deutsche Bank AG (“DB”) pursuant to its security of McGrathNicol as recetvers and
managers (“DB Receivers”) of the FMIF property.

17. While that is a necessary consequence of the regime ordered by the Court in August 2013, our client has
endeavoured to keep the level of any additional costs resulting from these layered appointments to 2 minimum,

18. In relation to the DB Receivers, our client agrees that their appointment no longer serves any useful purpose.

19. To that end, we are instructed that our client has been negotiating for some time with DB and the DB Receivers to
procute their retirement as receivers and managess, and that they have informed our client that their retirement as
receivers and managers is imminent.

20. Once that retirement occurs, that will, to some extent, streamline the processes involved in the winding up of the
FMIF,

21.

As to the relationship between our respective clients, his Honour’s judgment in [2015] QSC 283 (the “Residual
Power's Judgment”) and the Orders of 17 December 2015 (“December Orders”) have provided considerable clarity
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22.

and guidance as to each of their roles and responsibilities, and has minimised overlap in the carrying out of the
substantive tasks required in the conduct of the winding up.

Looking forward, and without purporting to be completely comprehensive, our client considers that the following
significant tasks remain in the winding up of the FMIF:

(a)

®)

©

Completing the proof of debt process, pursuant to the December Orders.

We understand that your client has alteady called for proofs, and that the process envisaged by the
December Orders is already well under waj.

Progressing litigation which Mr Whyte has caused to be brought in the name of IMIM as responsible
entity of the FMIF.

Substantial work continues to be ongoing in this category, including (not exclusively) in connection
with Supreme Court proceeding 12317/14 commenced against LMIM, the former directors of LMIM and
KordaMentha as trustee for the MPF (the “Bellpac proceeding”), which it is anticipated will be heard in
2019, and Supreme Court proceeding 2166/15, commenced against the former auditors of the FMIF,
Ernst & Young (the “EY Proceedings”).

Mr Whyte intends to continue to explore all reasonable opportunities for settlement of these

proceedings, but is cautious not to do so prematurely at the cost of 2 more profitable settlement or
determination in due course,

Distributing funds to the members of the FMIF,

Our client considers it to be desirable that there be a distribution to members, even an interim
distribution, as soon as it is possible to do so,

Following the discontinuance of significant litigation against the FMIF earlier this year, making an
inferim distribution is now a reasonable possibility, subject to resolving the following three matess;

0 First, the register of the members of the FMIF needs to be rectified, to correct errors in the
records of the number of units held by foreign currency investors.

Those errors occurted in 2010 when the register was transférred to a new database.

The process of identifying those errors is already underway, and Mr Whyte will cause an
appropriate application for rectification to be brought once that process has been completed.

(i) Second, the proceedings which Mr Whyte has caused to be commenced against the Feeder

Funds, being Supreme Court proceeding 13534/16 (the “Feeder Fund Proceedings”), needs

to be resolved before any distributions can be made to the Feeder Funds, i.e. to LMIM as
responsible entity of the CPAIF and the ICPAIF and Trilogy Funds Management Limited as
the responsible entities of the WEMIF.

A mediation of the Feeder Fund Proceedings is scheduled to occur in early November 2018,

\Mtesvrexch\data\radixdm\documents\immatter\150012001578226-009.doex

395




{//’\\‘
\

Mr Ashley Tiplady

Russells Lawyers, Brisbane | -4-

27 September 2018

@

(e)

®

It may be possible to make an interim distribution to the other members of the FMIF, subject

to resolution of the Feeder Fund Proceedings. This is something that our client is
considering,

(iil) Third, the Court must approve the making of any distribution, because Mr Whyte is directed

by the December Orders not to make a distribution to the members without the authority of
an order of the Court.

We anticipate that the Court would expect to be informed of what the liabilities of the FMIF
are, prior to authorising an interim distribution from surplus funds. This would require
completion of the process under the 17 December 2015 orders with respect your clients
calling for and adjudicating upon. proofs of debt in the liquidation of LMIM and notifying
our client of any claims for indemnity from the FMIF with respect to such debts or claims,
and for our client to adjudicate upon any such claims for indemnity from the FMIF. Our

client considers that this process should be completed as soon as possible and that it ought
not take long to complete.

Compliance with any financial reporting and audit obligations, and seeking the extension of the
current ASIC exemptions obtained on the application of our client, should the current exemptions
expire before the winding up Is at the stage where the final andit should be undertaken.

Our client understands that the effect of the Residual Powers judgment and the December Orders is that
the andit is your client’s responsibility if ASIC does not confer an exemption, and that he would assist
your client as required. As you know, our client has been attending to the preparation of financial
reports and provision of information to members of the FMIF in accordance with the ASIC exemptions
(most recently pursuant to ASIC Instrument 18-0166). ‘

Maintaining LMIM’s Australian Financial Services Licence.

Our client understands this to be your client's responsibility, although our client expects that the costs
incurred in discharging that responsibility would not be substantial,

Dealing with any claims for remuneration, costs or expenses of your client sought to be paid from the
FMIF,

Our client has taken a position in relation to each such claim on behalf of and in the interests of the
members of the FMIF, in circumstances where there would not otherwise have been 2 contradictor.

The additional costs associated with this process have, in our client’s view, been necessitated by the
positions taken by your client in relation to certain aspects of those claims.

They do not properly reflect a cost of the existence of multiple layers of insolvency practitioners. They
are the cost of an independent contradictor maintaining reasonable and valuable positions on behalf of
and for the benefit of the members of the FMTF.

Indeed, in relation to your client's application for indemnity heard in May 2017, our client sought and
obtained judicial advice before continuing to the final hearing, '
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23.

As is apparent from the above, Mr Whyte continues to be engaged in substantial and valuable work for the benefit
of the members of the FMIF. :

Certain responsibilities also remain with your client, including as set out above, and as further considered in the
Residual Powers Judgment.

Our client’s proposal

25.

26.

27.

28.

29.

30.

31

32.

- 33

In the circumstances, our client considers that there may be merit in his being appointed as a special purpose
Liquidator of LMIM, with responsibility for winding up the FMIF pursuant to its Constitution.

The orders appointing our client as special purpose Liquidator would need to clearly specify the things he is
required or authorised to do (fo the exclusion of your client) which would be limited to performing any functions,
complying with any obligations, , or exercising any powers, as Liquidator of LMIM, in the name of or on behalf of
LMIM in its capacity as responsible entity of the FMIF, or under the Constitution of the FMTF.

This would include, for the avoidance of doubt, attending to complying with the financial reporting and audit
requirements on behalf of IMIM as responsible entity of the FMIF (when the ASIC exemption expires), and
attending to distribution of FMIF property at the conclusion of the winding up.

However, our client’s view is that this should explicitly exclude any work relating to the proof of debt process
pursuant to paragraphs 4 to 7 and 9 of the December Orders, s that process is already underway by your clieat,
and is governed by the December Orders in such a way as to minimise the potential for conflicts of interest.

In our client’s view, this arrangement would preserve the substantial and valuble work in progress by Mr Whyte,
and would allocate further responsibilities to Mr Whyte as the insolvency practitioner with the greater detailed
knowledge of the affairs of the FMIF through the conduct of its winding up to date.

In relation to the principal points of contention between our respective clients in the winding up of the FMIF to
date, relating to your client’s claims for remuneration and expenses from property of the FMIF, our client also
considers that there is scope to minimise such disputation in the future.

Our client suggests that one means by which this may be achieved s for the Court to approve the payment of an
amount of your client’s future remuneration directly from the FMIF in a fixed periodic sum, without the need for
any application to the Court for approval,

Our client suggests that an appropriate sum might be $5,000 per month, however he is open to your client's views
on the matter. This would reflect the work that your client is required to undertake into the future to maintain
LMIM’s AFSL which (once the other funds under your client's control have been wound up) would be largely for

the benefit of the FMIF. As noted above, our client does not anticipate that the costs involved in that work would be
significant,

If the amount of remuneration sought by your client from the FMIF were to exceed that threshold, your client
would, of course, be at liberty to bring any application to Court to seek approval for the payment of a higher
amount of remuneration from the FMIF.

If this proposal is to be presented to the Court, its terms would need to be set out in more detail, in draft orders in
due course.
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35.

We would be grateful if you would provide us with any comments that your clients may have, in relation to this
proposal,

Response to questions in letter dated 21 September 2018

36.

37.

38.

39.

40.

41,

43.

Your letter asks about our client’s remuneration and legal costs, in relation to litigation conducted by M Whyte on
behalf of the members of the FMIF.!

However, we understand that the purpose of your client’s foreshadowed application is to reconsider the structure of
the dual appointments of our respective clients.

As far as we and our client are able to discern, Mr Whytes remuneration claims and expenses in the past, and any
estimates of future remuneration and expenses, are simply not relevant to that issue.

That is particularly where it is not suggested, as we understand it, that any of the litigation conducted by Mr Whyte
ought not to be conducted, or that it would be more efficiently conducted by someone else; no such suggestion has
been made to us or to our client, and we would be surprised if it were to be suggested.

Our client will of course consider your questions again, if he receives a satisfactory explanation for how the

information you have asked for is relevant to a problem perceived by your client in the conduct of the winding up
of the FMIF by a dual administration.

We note, however, that insofar as your letter is directed to any aspect of the reasonableness of our client’s

remuneration for undertaking work in connection with the litigation in which he has been engaged in his capacity
as receiver of the FMIF:-

() Mr Whyte has provided substantial detail in relation to the work he has undertaken, in the affidavits

that have been filed in support of his nine applications to date for approval and payment of
remumneration; '

{b) Your client (by your firm) has been served with those applications and supporting affidavits on each
application (but we would be pleased to provide further copies should you wish); and

(©) On each application, Mr Whyte's claim for remuneration has been considered by the Coust and, on
each occasion, the Court has found Mr Whyte’s remuneration to be reasonable and appropriate in all
the circumstances; there has been no appeal from any of those Orders of the Court,

Otherwise, as to Mr Whyte's expenses to date, we observe that Mr Whyte has caused to be prepared half-yearly
management accounts for the FMIF.

Beyond this material, which is all publicly available, our client does not consider that it is incumbent on him to
respond to your questions, which appear to him to bear no relation to the application foreshadowed by your client.

Conclusion

! You have asked about the legal costs incurred by Mr Whyte, specifically with our firm. Of course, you will be aware that Me Whyte has retained
Gadens Lawyers, a5 well s this firm, to provide legal advice In respect of various matters and to act for him.
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4, We look forward to hearing from you in relation to the proposal outlined above and, in due cousse, to receiving

any proposed application for our consideration,

45. We also ask that you give further consideration to the identification of the issues or problems that your client
considers require the Court's further infervention, so that (if problems are identified beyond the broad issues
outlined above) our client and we may give consideration to them. When deciding whether to bring such an
application, your client ought to weigh up the costs of bringing such an application as against the costs savings
expected to be achieved if the application is successful.

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

Yours faithfully

Nase
Tucker & Cowen

Direct Email: anase@tuckercowen.com.au
Direct Line: (07) 3210 3503

Individual lability limited by a scheme approved under Professional Standards Legislation,
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