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Appointment of Agent

Date

Recitals

A

:)‘ub7 2013

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 91 3) of o/~ Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the Mortgagee)

Witnesses as follows:

Peregian Beach Pty Ltd {ACN 127 412 864) (the Company) of--

C/- Rhodes Docherty & Co, Suite 202, 164 Mona Vale Road, St lves NSW 2075;
and 10 Glenside Street, Balgowlah Heights NSW 2093

is indebted to the Marigagee.

The Mortgagee holds:

1. Loan Agresment dated 25 June 2012 between the Mortgagee and Peregian
Beach Pty Ltd (ACN 127 412 864) and David Richard Hawes and Glenside
Group (QLD) Pty Ltd ACN 144 620 693.

2. Mortgage given by Peregian Beach Pty Ltd (ACN 127 412 864) dated 26 June
2012 and registered with the Queensland Land Registry Office as registered dealing
number 714574199,

3. General Security Deed given by Peregian Beach Pty Lid dated 25 June 2012
(PPSR registration number 201206280067629).

In the events which have happened the security constituted by the General Securlty Deed
and the Mortgage has become enforceable.

By virtue of the powers in the General Security Deed and the Morigage, the Morigagee is
entitled {o appoint any person or persons to be the agent of the Mortgagee to exerclse any
of the rights, powers and remedies exerciseable by the Mortgagee pursuant to the
General Security Deed and the Mortgage, and the Mortgagee wishes to exercise this
power.

Accordingly:

1.

The Mortgagee appoints LM lnvestment Management Limited (Administrators
Appointed) (ACN 077 208 461) to be the agent (the Agent) of the Morigagee, to exarcise
all rights, powers, privileges, benefits, discretions and authorities conferred on the
Mortgagee under and pursuant to the General Security Deed, the Mortgage and by law.
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Appointment of Agent

2

The Mortgagee reserves the right at any time to:

(a)
(b)

- (c)

revoke the Agent's appointment;
impose conditions or restrictions on the terms of appointment of the Agent; or

appoint an additional or a replacement agent in place of the Agent.

This appointment of the Agent shall take effect from the actual fime it is accepted by the
Agent signing below.

Limit of Liability

4.1

42

4.3

44

4.5

48

47

The Mortgagee enters into this Deed only in its capacity as custodian of the
LM Australian Income Fund ARSN 133 497 917 (the Trust), pursuant to a custody
agreement between the Morigagee and LM investment Management Limited
(Administrators Appointed) (ACN 077 208 481) (the Responsible Entity) dated
4 February 1999 (Custody Agreement) and in no other capacity.

A liability arising under or in connection with this Deed Is limited to and can be
enforced against the Morigagee only to the extent to which it can be satisfied out of
property of the Trust out of which the Mortgagee is actually indemnified for the
fiability. This limitation of the Mortgagee's liabllity applies despite any other
provision of this Deed and extends to all liabiliies and obligations of the Morigagee
in any way connected with any representation, warranty, conduct, omission, deed
or transaction related to this Deed.

A person other than the Morigagee may not sue the Morigagee personally or seek
the appointment of a liquidator, adminisirator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting
the Mortgagee.

The provisions of this clause 4 do not apply to any obligation or liability of the
Mortgagee to the extent that it is not satisfied because under the Trust's trust deed,
the Custody Agreement, or by operation of [aw there is a reduction in the extent of
the Mortgagee's indemnification out of the assets of that Trust, as a result of the
Morigagee's fraud, negligence or wilful default. '

Despite any cother provision in this Deed, if any obligation otherwise imposed upon
the Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or
beyond the scope of the Mortgagee's obligation or powers under the Custody
Agreement, that obligation, to the extent of that inconsistency or to the extent that it
is beyond the scope of the Morigagee's obligafions or powers under the Custody
Agreement, must be performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perfarm an obligation which it determines is either
inconsistent with or beyond ifs powers and obligations under the Custody
Agreement will not amount to a breach of or default under this Deed.

The Morigagee's determination as to whether an obligation otherwise imposed
upon it under this Deed is inconsistent with or beyond the scope of its obligations
and powers under the Custody Agreement is final and binding on all parties.
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Appointment of Agent

4.8 No attorney or agent appointed in accordance with this Deed or otherwise has
authority to act on behalf of the Mortgagee in a way which exposes the Mortgagee
to any personal liability and no act or omission of any such person will be
considered fraud, negligence or wilful default of the Mortgagee for the purpose of
clause 4.4,

49  The Morigagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unfess the Morigagee's liability is limited in the manner
satisfactory to the Morigagee in its absolute discretion.

410 Afailure by the Mortgagee to comply with, or a breach by the Mortgagee of any of,
its obligations under this Deed will not be considered to be fraud, negligence or
wilful default by the Morigagee if the relevant failure or breach:

{a) arose as a result of a breach by a person other than the Mortgagee where
the performance of the action (the non-performance of which gave rise to
such breach) is a precondition to the Morigagee performing the said
obligation; or

(b} was in accordance with a lawful court order or direction or othenwise
required by law.

411  Aliof the terms, clauses and conditions of this Deed are subject to this.clause 4.

5. This Deed may be signed in any number of counterparts with the same effect as if the
signatures to each counterpart were on the same instrument.

Signed by THE TRUST COMPANY {PTAL)
LIMITED ACN 008 412 913 as Lender,

By its attorney who states that it has had

No notice of revocation of the Power of
Attorney dated 12 July 2010 registerad in
Queensland as number 7133510298

in the presence of:

Signafura of Witness Signaturéng A
John Newby .
VICK] SEDDRAS Hzzad of Frarty artgl !ﬂ! astraciura CUSthV Services
Name of Witness Name of Attorney
Page 3
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The Agent accepts the above appointment at the time and on the date written below:

Date Accepted; B=SForms=8s3 4 T vy Lol
Time Accepted: 1 f?w“)

Further, fo the extent necessary, by executing this nofice LM Investment Management Limited
ACN 077 208 461 (Administrators Appointed) in ifs capacity as the Responsible Entity for
LM Australian Income Fund ARSN 133 497 917 joins in the giving of this notice.

Executed by LM Investment
Management Limited ACN 077 208 461
{Administrators Appointed) in its
capacity as the Responsible Entity for
LM Auistralian Income Fund

ARSN 133487 917 by one of its

Duly appeinted administrators in the
Presence of:

Al

Signature of Administrator

sl
Foen  Zole o ok Richard Fork

v v Name of Administrator

Namké of Witness
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Agent's Indemnity

Date

Parties

Recitals

A

g Ju Lo 2013

The Trust Company {PTAL) Ltd (ACN 008 412 91 3) of c/- Level 4, 8 Beach Read,
Surfers Paradise in the State of Queensland (with its successors in tifle and assigns
called the Mortgagee); and

LM  Investment Management Limited (Administrators Appointed)
(ACN 077 208 461) of c/-Level 4, 9 Beach Road, Surfers Paradise in the State of
Queensland (the Agent).

LM Peregian Beach Pty Ltd (AGN 127 412 864) (the Company) of -

C/- Rhodes Docherty & Co, Suite 202, 164A Mona Vale Road, St lves NSW 2075
and 10 Glenside Street, Balgowlah Heights NSW 2093

indebted to the Mortgagee.

The Mortgagee holds:

1. Loan mreément. dated 25 June 2012 bstween the Mortgagee and Peregian
Beach Pty Ltd (ACN 127 412 864) and David Richard Hawes and Glenside
Group (QLD) Pty Ltd ACN 144 620 693.

2. Mortgage given by Peregian Beach Pty Ltd (ACN 127 412 864) dated 26
June 2012 and registered with the Queensland Land Registry Office as registered
dealing number 714574199,

3. General Security Deed given by Peregian Beach Pty Ltd dated 25 Jurie 212
(PPSR registration number 201206280067629).

in the events which have happened the security constituted by the General Security
Deed and the Mortgage has become enforceable.

T [/
By a Deed of Appointment of Agentdated & J /¢ 7 2013 (the Deed
of Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do so) in the
manner provided in this Deed.

Page 1
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Agent's Indemnity

IT IS AGREED as foliows:

1.

Indemnity

The Mortgagee shall, subjsct to the provisions of clause 2 of this deed, indemnify the Agent
against liabilities for or arising out of all actions, proceedings, claims, suits and demands,
and all payments, costs and expenses (all included in the word Liabilities) incurred by the
Agent in or arising out of the due exercise or purported exercise of any of the rights,
powers, discretions or authorities vested or purporied to be vested in the Agent by virtue of
the Deed of Appointment, or otherwise incurred or to be incurred in the due course of the
conduct of the Agency, including specificaliy:

{a) all Lizbilities arising out of any defect in the General Security Deed or the Mortgage
or any invalidity or unenforceabliity of the General Security Deed or the Morigage
or the appointment pursuant to the Deed of Appointment:

(b} all Liabilities consequent upon any bona fide mistake, omission, oversight, error of
judgment_ or want of prudence on the part of the Agent;

{c) all Liabilities Incurred or threatened in respect of any matter or thing done or
omitted to-be done by the Agent in exercise or purported exercise of the Agent's
rights, powers, discretions or authorities in the Agency,; and

(d) all Liabilities and obligations of any nature incurred by the Agent in the course of or
_directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indemnity in the preceding clause shall not extend to:

(a) any liability arising out of the wilful default, dishonesty or gross negligence of the
Agent or any of the Agent's agents or employees in the performance or exercise or
purported performance or exercise of the Agent's rights, powers, discretions or
autharities or as a result of the Agent or the Agent's agent or employees knowingly
exceeding the scope of the Agent's rights, powers, discretions and authorities,

Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses
payable to or incurred by the Agent in relation to the Agency, fo the extent to which the
Agent does not apply moneys available to it as such Agent for that purpose, and the Agent
is entiled fo claim a lien over the General Security Deed Property and the Mortgaged
Property in respect of all amounts referred to in this clause.

Emergency Preference Payments

Notwithstanding the provisions of the General Security Deed and the Mortgage, the
Morigagee (so far as it is competent to do so but not otherwise) authorises the Agent to
apply the whole or any part of any moneys coming into the Agent's control in the Agency in
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Agent's Indemnity

payment of claims of creditors of the Company (whether those claims have priority over the

claims of the Mortgagee or not) if, in the reasonable opinion of the Agent, itis necessary to

make such payment to protect the goodwill or other assets of the Company.

5. Warranties

The Agent warrants to the Mortgagee that at the fime of execution of this Deed, the Agent
had not received any claim in respect of the liability fo which the indemnity contained in
clause 1 extends or nofice of any such claim, and the Agent is not aware of any
circumstances in respect of which any such claim is threatened or apprehended.

6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(a) in the event of any claim being threatened or received in respect of any liability to
which the indemnity in this Deed extends, the Agent shall immediately nofify the
- Mortgagee in writing, and shall fumish the Mortgagee with all information available

to the Agent in relation to such claim; ‘

{b) if so requested by the Morigagee, the Agent shall {at the expense of the
Morigagee) defend any such claim, and for that purpose shall, if required by the
Mortgagee, employ solicitors nominated by the Mortgagee and co-operate fully with
the Mortgagee and the nominated solicitors in the conduct of such defence:

(c) other than as specified in clause 4, the Agent shall not, without the prior written
consent of the Morigagee, compromise or settle or make any admission in regard
to any claim or liabllity to which such indemnity extends; and

{d) the Agent shall give full details to the Morigagee of all liabilities admitted or debts
paid pursuant to the discretion conferred by clause 4 within one month of the same
belng admitted incurred or paid {as the case may be).

7. Limit of Liability

{a) The Mortgagee enters into this Deed only in its capacity as custodian of the

LM Austraiian Income Fund ARSN 133 497 917 (the Trust), pursuant to a Custody

agreement between the Morigagee and LM Investment Management Limited
(Administrators Appointed) (ACN 077 208 461) (the Responsible Entity} dated
4 February 1998 (Custody Agreement) and in no other capacity.

{b) A liability arising under or in connection with this Deed is limited to and can be
enforced against the Morigagee only to the extent to which it can be satisfied out of
property of the Trust out of which the Morigagee is actually indemnified for the
liability. This limitation of the Morigages's liability applies despite any other
provision of this Deed and extends to all liabilities and obligations of the Mortgagee
in any way connected with any representation, warranty, conduct, omission, deed
or fransaction related fo this Deed.
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Agent's Indemnity

(¢

(d)

(e)

(f)

(@)

(h)

(M

)

(k)

A party to this Deed other than the Mortgagee may not sue the Mortgagee
personally or seek the appointment of a liquidator, administrator, receiver or similar
person to the Morigagee or prove in any liquidation, administration or arrangement
of or affecting the Mortgagee.

The provisions of this clause 7 do not apply to any obiigation or liability of the
Mortgagee to the extent that it is not satisfied because under the Trusf's trust deed,
the Custody Agreement, or by operation of law there is a reduction in the extent of
the Mortgagee's indemnification out of the assets of that Trust, as a result of the
Mortgagee's fraud, negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon
the Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or
beyond the scope of the Mortgagee's obligation or powers under the Custody
Agreament, that obligation, to the extent of that Inconsistency or to the extent that it
is beyond the scope of the Mortgagee's obligations or powers under the Custody
Agreement, must be performed by the Trust and not by the Mortgagee,

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody
Agresment will not amount to a breach of or default under this Deed.

The Morigagee's determination as to whether an obligation otherwise imposed
upon it under this Deed is inconsistent with or beyond the scope of its obligations
and powers under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has
authority to act on behalf of the Mortgagee in a way which exposes the Morigagee
fo any personal liability and no act or omission of any such person wil be
considered fraud, negligence or wilful default of the Mortgagee for the purpose of
clause 7(d).

The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of,
its obligations under this Deed will not be considered to be fraud, negligence or
wilful defauit by the Mortgages if the relevant failure or breach:

{i} arose as a result of a breach by a person other than the Mortgagee where
the performance of the action {the non-performance of which gave rise to
such breach) is a precondition to the Mortgagee performing the said
obligation; or

if) was in accordance with a lawful court order or direction or otherwise
required by law.

All of the terms, clauses and conditions of this Deed are subject to this clause 7.

Fage 4
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Signed by THE TRUST COMPANY (PTAL)
LIMITED ACN 008 412 913 as Lender,

By its attorney who states that it has had

No notice of revocation of the Power of
Atforney dated 12 July 2010 registered in
Queensland as number 7133510206

in the presence of:

= (P N

Sign'atﬁre- of Witness Signatur;" Attorney
John Newby
Head of Praparty and infrastructure Custody Servicas

VICK] SKODRAS
Name of Witness : Name of Attorney

Further, to the extent necessary, by executing this notice LM Invesiment Management Limited
ACN 077 208 451 (Administrators Appointed) in its capacity as the Responsible Entity for
LM Australian Income Fund ARSN 133 497 917 joins in the giving of this notice.

Executed by LM Investment
Management Limited ACN 077 208 461
(Administrators Appointed) in its
capacity as the Responsible Entity for
LM Australian income Fund

ARSN 133 497 917 by one of its

Duly appointed administrators in the
Presence of:

y T~
S/igré%f Wﬁ;esf / Signature of Administrator

Name oktj Witness Name of Administrator
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Appointment of Agent

Date

Recitals

A

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/= Level 4, 9 Beach Road, Surfers Paradise in the State of Queenstand (the
Mortgagee)

Witnessées as follows:

Rocola Pty Ltd (ACN 104 964 061) (the Cotnpany) of C/- 243 Hay Street,
Subiaco 6018 in the State of Western Australia is indebted to the Mortgagee.

The Mortgigee holds:

(@) a company charge given by the Company dated 17 September 2007 and
registered with the Aystralian Securities and Investments Commissicn 4
charge no. 1517886 {the Chatge), under which the Company charged the
Secured Property (as that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as
thiat term is defined in the Charge); and

(b) 2mobwgage of land éxecuted by the Company on 17 September 2007 and
registered with the WA Land Registry as registered dealing No. K351142
(the Mortgage) under which the Company mortgaged the estate and interest
described invthe Mortgage (the Mortgaged Property) to secure the payment
to the Mortgagee of the Money Secured (as that termn is defined in the
Mortgage).

In the events which have happened the security constituted by the Charge and
the Mortgage has become enforceable. ‘

By virtue of the powers in the Charge and the Mortgage, the Mortgagec is
entitled to appoint any person or persons to be the agerit of the Mortgagee to
extercise any of the ri,ght,s, powers and remedies exerciseable by the Mortgagee
pursuant to the Charge and the Mortgage, and the Mortgagee wishes to exercise

this power.

Accordingly: .

2. The Mortgagee appoints LM Investment Management Limited (ACIN 077 208 461) to be
the agent (the Agent) of the Mortgagee, to exercise all rights, powei's, privileges, benefits,
discretions and authorities conferred on the Mortgagee under and pursuant to the Charge, the
Mortgage and by law.

Page 1

292




Appointment of Agent

3. The Mortgagee reserves the right at any time to:

(@)
(b)
()

revoke the Agent's appointment;
tmpose conditions ot restrictions on the terms of appoinament of the Agent; or

appoint an additional or a replacement agent in place of the Agent.

4. This appointment of the Agent shall take effect from the actual time it is accepted by the Ageny
signing below.

5.1

52

5.3

5.4

5.5

3.6

5.7

3.8

Limit of Liability

The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trisst), piarsuant to a custody agreerrent between the
Meortgagee and LM Investment Management Limited (ACN 077208 461) (the
Responsible Entity) dated 4 Febiuaty 1999 (Custody Agresment) 4iid.in-no other capacity,
A liability arising urider or in connection with this Deed is limited to and can be enforeed
against the Mortgagee only to the extent towhich it can be satisfied Gut-of property of the
Trisst ouit 6 which: the Mortgagee is-actual

all liabilaties and obligations of the Mortgapee inl any way connected with any

represéntation, warranty, conduct, ommission, deed or transaction related to this Deed.

A-person other than the Mortgagee:may not sue the Mortgagee personally or seek the
appointment of a liquidator, admiritstrator, teceiver or similar perseti to the Mortgagee or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee.

The provisions of this clause 6 donot apply to any obligation er liability of the Mortgagee
to theextent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there-is a reduction in ‘the extent of the Mortgagee's
indemnnification out of the dssets of that Trust, as a resalt of the Mortgagee's fraud,
negligence or wilful defaunlt.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or pewers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perfortn an obligation which it determines is sither
mconsistent with or beyond its powers and obligations under the Custody Agreement
will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed tpon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
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Appointment of Agent

lizbility and 110 act or omission of any such person will be considered fraud, negligence or

wilful default of the Mortgagee for the purpose of clause 6.4.

59 The Mortgagee is not obliged to do or refrain from deing anything under this Deed
(iricluding incur any liability) unless the Mortgagee's liability is limited ini the manner
satisfactory to the Mortgagee in its-absolute discretion.

5.10  Afailure by the Mortgagee to-comply with, or a breach by the Mortgagee of any of; its
obligations under this Deed will not be considered to be fraud, negligence or wilfial
default by the Mortgagee if the relevant failure or breach:

(@) arose 45 a result of 3 breach by a person other than the Mortgagee where the
performuance of the action (the non-performance of which gave rise to such
breach) is.a precondition to the Mortgagee performing the said obligation; or

(b)  wasinaccordance with-a lawfil court order or direction or otherwise required
by law.

5.11 Al of the tetins, clauses aiid conditions of this Deed are subject to this clause 6.

6. This Deed may be signed in any number of counterparts with the same effect as if the signatures
to each counterpart wete ‘on the same instrursient.
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Appointment of Agent

EXECUTED :and delivered as a deed in Brisbane.

Eich attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

Sigried Sealed and Delivered for Thé Trust.

‘ , . AL Limited ACN 008 412 913
C *TAL) Pty Ltd ACN.G08 412 913 The Trust Company (PTAL)_ Limited 7
Sompany (PTAL) Pty Ltd ACN008 41291 by its duly appointéd attornay Geofirey Funnel

by its attorneys who state that the#f have no notice mey dated 12 Juty 2010
of revecation of the power of pftorney dated 2 7 i &

June 1993 and registered inythe Queensland Land /2NN

Titles Office as Dealing No. L664541 T in the

presence of: = 7 -

State Manager {Comorate & Leoal Services) (Qid)
Group AAttornyy- Signiature Group B Attméey Signature
Print Name Print Narme

The Agent ACCepPts the above appointment at the timié and on the date writteri below:
Date Accepted:

Tiine Accepted:

Executed as a deed in accordance with
section 127 of the Cotporations Act 2001 by
LM Ihvestment Management Liniite

(ACN 077 208 461):
Director Signature ' Director/Secretary Signature

ECHAED A0 Toed HEUER) Sincon e TekilSl
Print Name Print Name
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Rocola Pty Ltd
(ACN 104 964 061)

The Trust Company (PTAL) Pty Lid

LM Investment Management Limited
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Agent's Indemnity

Date

Parties

T
1

Recitals

A

2011

The Trust Company (PTAL) Pty Ltd (ACN 008 412 913) of ¢/~ Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (with its successors in
title and assigns called the Murtgagee); and

LM Investment Management Limited (ACN 077 208 461) of /- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the Agens).

Rocola Pty Ltd (ACN 104 964.061) (the Company) of C/-243 Hay Street,

Subiaco 6018:in the State of Western Australia isindebted to the Mortgagee.

The Mortgagee holds:

{a) a cornpany chatgegiven by the Company dated 17 September 2007
and registered with the Australian Securities and Investments
Commission as chatge no. 1517886 (thie Chasge), under which the
Company charged the Secured Property (as that term is defined in
the Charge) (the Charged Pioperty) to secure the paytnent to the
Mortgagee of the Money Secured (as that term is defined in the
Charge); anid

(b)  amoregage of land executed by the Company on 17 Septernber
2007 and registered with the WA Land Registry as registered
dealing Noi. K351142 (the Mo#tgage) under-which the Company
mortgaged the estate and interest described in the Mortgage (the
Mortgaged Property) to secure the payment to the Mortgagee of the
Money Secured (as that term is defined in the Mortgage).

In the events which have happened the security constituted by the Charge and
the Mortgage has become enforceable.

By a Deed of Appointment of Agent dated 16% August 2011 (the Deed of
Appointment), the Mortgagee has determined to appeint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do so)
in the manner provided in this Deed.
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ITIS AGREED as follows:

1.

Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemmnify the Agerit
agamst liabilities for or arising ot of all actions, proceedings, claims, suits and demands, and al)
payments, costs and expenses (all included in the word Lisbilities) incurred by the Agentin or
arising out of the due exercise or purported exercise of any of the rights, powers, discretions or
authorities-vested or purported to be vested in the Agent by virtue of the Deed of Appointinent, or
otherwise incurted or to be incurred in the due coutse of the conduct of the Agency, inclading
specifically: '

(a) all Liabilities arising out of any defect in the Charge or the Mortgage or any invalidity or
unénforceability of the Charge or the Mortgage or the dppoiritment pursuarit tothe Deed
of Appointrent;

b) all Liabilities.consequent upon any bona fide mistake; ornission, oversight, error of

judgment or want of prudehce on the part of the Agent;

(3] all Liabilities incurred or threatefied: in réspect of any mattér or thing done. or omitted to-
be dane by the Agent in exercise or purperted exercise of the-Agent's rights, powers,
discretions or authotities in the Agency; and

(d) all Liabilities and obligatictis of any natiire ificuirted by the Agerit in the course of or
directly or indirectly resulting from the Agency.

2.  Exclusions from Indemnity
The indemnity in the preceding clause shall not extend to:
(@ any lability arising out of the wilful default, dishonesty o gross negligence of the Agent
or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or cmployees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or
(b) any Liability admitted by the Agent without the prior-written consent of the Mortgagee,
other than any lability incurred by the Agent in the otdinary course of the business of the
Company,
3. Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property and the Mortgaged Property in respect of all amounts referred to in this
clause.
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Emergency Preference Payments

Notwithstanding the provisions of the Charge and the Mortgage, the Mortgagee (so far as it is
competent to do so but not otherwise) authotises the Agent to apply the whole or atty part of any
tnoneys coming into the Agent's control in the Agency in payment of claims of creditors of the
Company (whether those claims have priority aver the claims of the Mortgagee or not) if, in the
reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwall or
other assets of the: Company.

Warranties

The Agent warrants to the Mortgagee: that at the time of execution of this Deed, the Agent had net
teceived any clairm in respect of the Em.blllty’to which thf_':r-i-tidémil-i:ty contsined iiv-clanse 1 extends.
or netice-of any such claim, and the Agent is not.aware of any circumstances in respect.of which
any such claim is threatened or apprehended.

Agent's Obligations

The Agent undertakesand agrees with the Mortgages that:

(a) in the event of afty claim being threaténed or received. in respect of ary lability to which
the-indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information available to the Agent in
relation to such claim:

(b) if so requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
solicitors norinated by the Mortgagee and co-operate fully-with the Mortgagee and the
nominated solicitors in the conduct of such defence;

(c) other than as specified in-clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or settle-or make any admission in regard
to any claim or lability to which such indemnity extends: and

(@ the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the same
being admitted incurred or paid (as thie case may be).

Limit of Liability

(a) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) fthe
Responsible Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

{b) A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
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()

@

{e)

®

(®

(b)

®

)

Trust out of which the Mortgagee is actually indemnified for the liability. This lirnitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduét, omission, deed or transaction related to this Deed,

A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or
seck the appointment of a liquidator, administrater, receiver or simnilar persoti to the
Mortgagee or prove in any liquidation, administration or arrangement of or aﬂ'ecting the
Mortgagee.

 The provisions of this clause 7 de not apply to any obligation or lizbility of the- Mortgages

to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reductionin the extent of the Mortgagee's
indemmnification out of the assets of that Trust, as 4 result of the Mortgagee's fraud,

negligence or wilful default.

Despite-any other provision in this Deed, if any obligation otherwise imposed-upon the
Mertgagee under this Deed is, in'the Mortgagee's opinion, inconsistent with, ot beyond
the scope:-of the Mortgagee's abligation.or pewers under the Custody Agreement; that
obligation, to the extent of th‘at:ixigbnsjsf@ﬁcy or'to the éxterit that i¥is beyorid the scope
of tthcg:rﬁgagee’s, obligations orpowers under the Custody Agreement, mustbe
performed by the Trust and not by the Mottgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers-and obligations under the Custody Agreement
will not-amount to a breach of or default under this. Deed.

The Mortgagee's determitiation as to-whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond.the scope of its obligations and powers .
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered frand, negligence or
witful default of the Mortgagee for the purpose of clause 7(d).

The Moartgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is lirited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of, its

obligations under this Deed will not be consideted to be fraud, negligence or wilfial
default by the Mortgagee if the relevant failure or breach:

(i) arose as a result of a breach by 2 person other than the Mortgagee where the
perfarmance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(1) was in accordance with a lawful court order or direction or otherwise required

by law,

Page 4

300




Agent's Indemnity

(k) All of the terms, clauses and conditions of this Deed are subject to this clause 7.

EXECUTED and delivered as 2 deed in Brisbane.

Each atrorney execating this Deed states that he hds no notice of revocation or suspension of his power of

attorney.

Signed Sealed and Delivered.for Thé Trust

by its attorneys who-state-that they have 1o notice
of tevoction of the pewer of ayorney dated 2
June 1993 and registered in the Queensland Land
Titles Office as Dealing No. E664541T in the
presence oOf:

The Trust Company (PTAL) Limited ACN-008.412.913
by its duly appmnted aﬁam eoffrey Funnall
der” f A ]

Group AAttomey(G(i.@amr:e

Group B A:ttonyf ngnahare

Print Narhe

Executed as 2 deed in accordance with

section 127 of the Corporations Act 2001 by
LM Investment Manageinent Limit,
(ACN 077 208 461): '

Print Name

F=p

Director Signature DJrector/Scc:csasy-S@ia&e
CEHALY AN el $ouea) Soron TIElEMS TTENEF L
Privit Name Print Name
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Appointment of Agent
Source Developments No. 1 Pty Limited
(ACN 126 999 871)

Permanent Trostee Australia Limited

LM Investment Management Limited

Allens Arthor Robinson
Lawyers

Riverside Centre

123 Eagle Street
Brisbane QLD 4000
Tel 617 3334 3000
Fax 61733343444
WWW.ar.com.au

© Copyright Allens Arthur Roblrson 2009
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Appointment of Agent Allens Arthur Robinson !

Date

By this Deed Poll Permanent Trustee Austratia Limited (ACN 008 412 913) of

¢/- Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Mortgagee)

Witnesses as follows:
Recitals

L } .
A Source Developments No. 1 Pty Limited (ACN 126 999 871) (the Compairy) of

Level 29, 31 Market Street, Syduey in the State of New South Wales is indebted to
the Mortgagee.

B The Mortgagee holds:

(a) acompany charge given by the Company dated 14 September 2007 and
registered with the Australian Securifies and Investments Commission as
charge-no. 1515618 (the Charge), snder which the Company charged the
Secured Property (as that term is defined in the Charge). (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Charge); and

{6) amortgage of land executed by the Company on 14 September 2007 and
registered with the Queensland Land Registry as registered dealing
No. 711052447 (the Morigage) under which the Mortgagor mortgaged the
Morigaged Property (as that term is defined in the Mortgage) (the Morteaged
Property) to secure the payment to the Mortgagee of the Secured Money (as
that term is defined in the Mortgage).

cC In the events which have happened the sscurity constituted by the Charge and the
Mortgage has become enforceable.

D By virtue of the powers in the Charge and the Mortgage, the Mortgagee is entitled
to appoint any person or persons to be the-agent of the Mortgagse to exercise any of
the rights, powers arid remedies exerciseable by the Mortgages pursuant to the
Charge and the Mortgage, and the Mortgagee wishes to exercise this power.

Accordingly: |

1. The Mortgagee appoints LM Investment Management Limited (ACN 077 208 461) to be the
agent (the Agent) of the Mortgagee, 1o exercise all rights, powers, privileges, benefits, discretions
and authorities conferred on the Mortgagee under and pursuant to the Charge, the Mortgage and by
law,
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2. The Mortgagee reserves the right at any time to:
(a) revoke the Agent's appointment;
()] impose conditions or restrictions on the terms of appointment of the Agent; or
(c) appoiit an additional or a replacement agent in place of the Agent.

3. This appointinent of the Agent shall take effect from the actual time it is accepted by the Agent
signing below. )
4, Limit of Liability
4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trusy), pursuant 1o a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsible
Entity) dated 4 February 1999 (Custody Agréement) and in no other capacity.

42 A ligbility arising under or in connection with this Deed is limited to and can be enforced
against-the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust.out of which-the Mortgagee is actually indemnified for the liability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mottgagee-in any way connécted with any
‘tepresentation, watranty, conduct, omission, deed or transaction related to this Deed.

43 A person other than the Mortgagee may not sue the Morigagee personally or seek the
appointment of a liquidator, administrator, receiver or similar person to the Mortgagee or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee.

44 The provisions of this clause 6'do not apply to any obligation or Hability.of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, 45 a result of the Mortgagee's frand,
negligence or wilful defauit.

435 Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond the
scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Mortgagee.

4.6 Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyend its powers and obligations under the Custody Agreement will
not amount to a breach of or defanlt under this Deed.

4.7 The Morigagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on 2l parties.

4.8 No attorney or agent appoinied in accordance with this Deed or otherwise has authority to
act on behalf of the Mortgagee in a way which exposes the Mortgagee o any personal
liability and no act or orzission of any such person will be considered frand, negligence or
wilfial default of the Morigagee for the purpose of clause 6.4.
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49 The Morigagee is not obliged to do or refrain from doing anything under this Deed
(inclading incur any liability) unless the Mortzagee's liability is limited in the manner
satisfactory to the Mortgagee in its absohute discretion.

4.10 A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of), its
obligations.under this Deed will not be considered to be frand, negligence or wilful defanlt
by the Morigagee if the relevant failure or breach:

(a) arose as a result of a breach by a person other than the Mortgagee where the ‘
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or

(b) was in accordance with a lawful court order or direction or otherwise required by
law.
4.11  Allof the terms, clauses and conditiofis of this Deed are subject to this clause 6.

5. This Deed may be signed in any number of counterparts with the same effect as if the signatures to
each counterpart were on the same instrument.
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EXECUTED and delivered as a deed in Brisbane.

Each atterney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney,

Signed Sealed and Delivered for Permanent
Trustee Australia Limited ACN 008 412 913 by
its attorneys who state that they have no notice of
revocation of the power of attorney dated 2 June
1993 and registered in the Queensland Lanid Titles
Office-as Dealing No. 16645417 in the presence

ANl Hird

Group A Attomey Signature @éup B Attorney Signature
Michael Pollard Smsan Davis

The Agent ACCePLS the above appointment at the time and on the date written below:
Date Accepted:

Time Accepted:

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Ivestmment Management Limited

Director Signature l Direct ctary Signani)e
3 | H
o Maver Varey rd Van Uer towen
Print Name Print Name
czib AD112565428v1 406152824 ‘ Page 4
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Source Developments No. 1 Pty Limited
(ACN 126 999 871)

Permanent Trustee Australia Limited

LM Invesiment Management Limited

Allens Arthur Robinson
Lawyers

Riverside Centre

123 Eagle Street
Brisbane QLD 4000
Tel 61 73334 3000
Fax 61 73334 3444
WWW.A4T.cotm.an

@ Copyright Allens Atthur Robinson 2009
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Date

Parties

ISR
1

Recitals

A

2009

Permanent Trustee Australia Limited (ACN 008 412 913) of c/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland {with its successors in
title and assigns called the Morigagee); and

LM Investment Manigement Liinited (ACN (77 208 461) of o/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the dgent).

Source Developments No. 1 Pty Limited (ACN 126 999:871) (the Company) of
Level 29, 31 Market Street, Sydnsy in the State of New South Wales is indebted to
the Morigagee.

The Mortgagee holds:

(a) acompany charge given by the Company dated 14 September 2007 and
registered with the Australian Securities and Investments Commission as
charge no, 1515618 (the Charge), under which the Company charged the
Secured Property (as that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Charge); and

(b} amortgage of land executed by the Company on 14 September 2007 and
registered with the Queensiand Land Registry as registered dealing
No. 711052447 (the Mortgage) under which the Mortgagor mortgaged the
Mortgaged Property (as that term is defined in the Mortgage) (the Mortzaged
Property) to secure the payment to the Mortgagee of the Secured Money (as
that term is defined in the Mortgage).

In the events which have happened the security constituted by the Charge and the
Mortgage has become enforceable,

By a Deed of Appointment of Agent dated 2009 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Morigagee.

The Agent agreed to accept such appointment (the Agency} on condition that the
Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do so) in
the manner provided in this Deed.
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ITIS AGREED as follows:

1.

Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent against
liabilities for or arising out of all actions, proceedings, claims, suits and demands, and all payments,
costs and expenses (all included in the word Liabilifies) incurred by the Agent it or arising out; of
the due exercise or purperted exercise of any of the rights, powers, discretions or authorities vested
or purported to be vested in the Agent by virtue of the Deed of Appointment, or otherwise incurred
or to be incurred in the due course of the conduct of the Agency, including specifically:

(a) all Liabilities arising out of any defect in the Charge or Mortgage or any invalidity or
unenforcesbility of the Charge or Mortgage or the appointment pursuant to the Deed of
Appointment;

{(b) all.Liabilities consequent upon any bona fide mistake, omission, oversight, error of
Jjudginent or want of prudence on the part of the Agent;

(c) all Liabilities incutred or thiedtened in respect of any matter of thing done or omitted 1o be
done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or-authorities in the Agency; and

@ all Liabilities and obligations.of any nature inciirred by the Agent in the course of or
directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indermmity in the preceding clause shafl not extend to:

(a) any liability arising out of the wilful default, dishomesty or gross negligence of the Agent or
any of the Agent's agents or employees in the performanee or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or employess knowingly exceeding the scope of the
Agent's rights, powers, discretions and authorities; or

b) any liability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incurred by the Agent in the ordinary course of the business of the
Company.

Expenses and Fees

The Mortgages shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property and the Mortgaged Property in respect of all amounts referred to in this clause.
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Allens Arthur Robinson

4, Emergency Preference Payments

Notwithstanding the provisions of the Charge and Mortgage, the Mortgagee (so far as it is

competent to do so but not otherwise) authorises the Agent to apply the whole or any part of any

moneys coming into the Agent's control in the Agency in payment of claims of creditors of the

Company (whether those claims have priority over the claims of the Morigagee or not) if, in the

reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwill or

other assets of the Company.
5. Warranties

The Agent warrants to the Mortgagse that at the time of execution of this Deed, the Agent had not

received any claim inrespect of the Hability-to which the.indemnity contained in clause 1 extends or

notice of any such claim, and the Agent is not aware of any circumstances in respect of which any
such claim is threatened or apprehended,
6.  Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(a) in the event of any claim being threatened or received in respect of any liability to which
the indemmity in this Deed extends, the Agent shall immediately notify the Mortgagée in
writing, and shall furnish the Mortgagee with all information available to the Agent in
relation to such claim;

(b) if s0 requested by the Morigages, the Agent shall (at the expense of the Mortgagee) defend
any such claim, and for that purpose shall, if required by the Mortgagee, employ solicitors
nominated by the Mortgagee and co-operate fully with the Mortgagee and the nominated
solicitors in the conduct of such defence;

(c) other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or seitle or make any admission in regard to
any claim or liability to which such indemnity extends; and

(d) the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

{a) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Truss), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsible
Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

(b) A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the liahility. This Emitation
of the Mortgagee's liability applies despite any other provision of this Desd and extends to
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(c)

@

©

®

(2)

M

)

0

&)

all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed.

A party to this Deed other than the Mortgagee may not sue the Mortgages personally or
seek the appointment of a liquidator; administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting the
Mortgagee.

"The provisions of this clause 7 do not apply to any obligation or liability of the Mortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's ﬁaud,
negligence or wilful default,

Despite any other provision in this Deed, if any obligation otherwise imiposed upon the
Mortgagee under this Deed is, in the Mortgagee's.opinion, inconsistent with, or beyond the
scope of'the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to thé extent that it is beyond the scope of
the Mortgagee's obligations or powers miider the Custody Agreement, must be performed
by the Trust and not by the Mortgagee.

Any feilure by the Mortgages to perform an obligation which if determines is either
inconsistent with or beyond its powers-and obligations under the Custody Agreement will
not.amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority to
act on behalf of the Mottgagee in a way which exposes the Mortgagee to any personal
lisbility and no act or omission of any such person will be considered frand, negligence or
wilful default of the Mortgagee for the purpose of clause 7(d).

The Morigagee is not obliged to do or refiain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be frand, negligence or wilful defanit
by the Mortgagee if the relevant failure or breach:

@ arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or

(ii) was in accordance with a lawful court order or direction or otherwise required by
law.

All of the terms, clanses and conditions of this Deed are subject to this clause 7.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

Signed Sealed and Delivered for Permanent
Trustee Australia Limited (ACN 008 412 913)
by ifs attorneys who state that they haveno notice
of revocation of the power of attorney dated 2 June
1993 and registered in the Queensland Land Titles
Office as Dealing No. 1664541 T in the presence

Group A Attomney Signature Gfo/p B Attomey Signature
Michaél Polard Susan Davis

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Limited

T oo

Director Signature }
Bio Mo {)
150 VAow 20, 3 o€y

Print Name
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St Crispin's Property Proprietary Limited
(ACN 104 769 244)

The Trust Company (PTAL) Limited

LM Investmerﬁ Management Limited

Allens Arthur Robinson
Lawyers

Riverside Centre

123 Eagle Streat
Brishane QLD 4000
Tel 61 733343000
Fax 61 7 3334 3444
WWW.3ar.com au

@ Copyrigit Allens Arthur Robiason 2010
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Date

L

Recitals

A

D

2010

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/- Level 4, 9 Beach Road, Surfers Paradise in the State of Queensiand {the

Mortgages)

Witnesses as follows:

St. Crispin's Property Proprietary Limited (ACN 104 769 244) in its own
right and as trustee for The St Crispin's Property Tiust (the Mortgagor) of '2' 10 _
Mallett Street, Camperdown in the State of New South Wales is indebted to the

Martgagee.

The Mortgagee holds:

@

(b)

()

a Fixed and Floating Charge given by the Mortgagor dated

20 September 2005-and registered with the Ausiralian Securities
and Investments Commission as charge no. 1210202 (fhe Charge),
under which the Mortgagor charged the Secured Property (as that
term is defined in the Charge) (the Charged Property) to secure the
payment to the Mortgagee of the Money Secured (as that term is
defined in the Charge); and

a mortgage of land executed by the Mortgagor on

16 November 2004 and registered with the Queensland Land
Registry as registered dealing No. 708444146 and subsequently
transferred to the Mortgagee (the First Mortgage) under which the
Mortgagor mortgaged the estate and interest described in the
Mortgage (the First Mortgaged Property) to secure the payment to
the Mortgagee of the Secured Money (as that term is defined in the
First Mortgage).

a mortgage of land executed by the Mortgagor on

12 September 2005 and registered with the Queensland Land
Registry as registered dealing No, 709008763 (the Second Mortgage)
under which the Mcrtgagor mortgaged the estate and interest
described in the Mortgage (the Second Mortgaged Property) to
secure the payment to-the Mortgagee of the Money Secured (as
that term is defined in the Second Mortgage).

In the events which have happened the security constituted by the Charge, the
First Mortgage and the Second Mortgage has become enforceable.

By virtue of the powers in the Charge, the First Mortgage and the Second

czfb AD114709821v1 406176434
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Mortgage, the Mortgagee is entitled to appoint any person or persons io be the
agent of the Morigagee to exercise any of the rights, powers and remedies
exerciseable by the Mortgagee pursuant to the Charge, the First Mortgage and the
Second Mortgage, and the Mortgagee wishes to exercise this power.

Accordingly:

1.

The Mortgagee appoints LM Investment Management Limited (ACN 077 208 461) to be
the agent (the Agens) of the Mortgagee, to exercise all rights, powers, privileges, benefits,
discretions and authorities conferred on the Mortgagee under and pursuant to the Charge, the
Fivst Mortgage, the Second Mortgage and by law.

2. The Mortgagee reserves the right at any time to:

@  revoke the Agent's appointment;

()  impose conditions or restrictions on the terms of appointment of the Agent; or

© appoint an additional or a replacement agent in place-of the Agent.

3 The Mortgagee may, without prejudice to any or all other rights arid remiedies it may have under
this deed-ar applicable law, terminafe this deed by giving 7 days written notice to the Agent. The

Agent must formally retire by executing an appropriate deed of retirement prior to the end of the

notice period given by the Mortgagee.

4, This appointment of the Agent shall take effect from the actual time it is accepted by the Agent
signing below.
5. Limit of Liability

5.1 The Mortgagee enters into ttiis Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trus), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 {Custedy Agreement)-and in no other capacity.

5.2 Aliability arising under or in connection with this Deed is fimited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the Hability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all lishilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed.

53 A person other than the Mortgagee may not sue the Martgagee personally or seek the
appointment of a liquidator, administrator, receiver or similar person to the Mortgagee or
prove in any liquidation; administration or arrangement of or affecting the Mortgage,

54 The provisions of this clause 6 do not apply to-any obligation or liability of the Morigagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilful defmilt.
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5.5

5.8

5.7

58

5.9

510

5.11

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Cusiody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and ebligations under the Custody Agreement
will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whather.an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney oragent appointed in accordance with this Deed or otherwise has authority
to act.on behalf of the Mortgagee in a way which exposes thie Mortgages to any personal.
tiability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgages for the purpose of clause 6.4.

The Mortgagee is not obliged to do or refrain from doing anything under this Deed

' (inchuding incur any Hability) unless the Morigagee's liability is Timited tn the manner

satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breachby the Mortgagee of any of, its
obligations under this Deed will niot be considered to be fraud, negligence or wilful
default by the Mortgagee if the relevant failure or breach:

@ arose as a result of a breach by a person other than the Morigagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(b) was in accordance with a lawful coust order or direction or otherwise required
by law.

All of the terms, clauses and conditions of this Deed are subject to this clause 6.

6. This Deed may be signed in any number of counterparts with the same effect as if the signatures
to each counterpart were on the same instrument.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

Signed Sealed and Delivered for The Trust
Company (PTAL) Limited ACN 008 412 913
by its attorneys who state that they have no notice
of revocation of the power of atiorney dated 2
June 1993 and registered in the Queensland Land
Titles Office as Dealing No. L664541T in the
presence of;

The Trust Company (PTAL) Limies ACN 608 412 913
by its duly appointed attormey Gedfirey Funnall
under Power of Attorney dated 12 July 2010

Registered No....7 2T aete e, &7

W\A&\

Group.A Attorney Signature

M?lney Signature  Geofirey Funnell
State Mana er (Corporate & Legal Services) (Qld)

Print Name

Print Name

The Agent accepts the above appointment at the time and on the date written below:

Date Accepted:
Time Accepted:

Executed as a deed in accordance with

section 127 of the Carporations Act 2081 by
LM Investment Managery ited
(ACIN 07720845

R :
Director(S‘Ig/natIfl{e

Director/Secretd ignature

S Theedse

Print Name

Print Name
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St Crispin's Property Proprietary Limited
(ACN 104 769 244)

The Trust Company (PTAL) Limited

LM Investment Management Limited

Allens Arthur Robinson
Lawyers

Riverside Centre

123 Eagle Stret
Brisbane QLD 4000
Tel 61 73334 3000

Fax 617 3334 3444

WWW.2ar.com.au

@ Copyright-Allens Arthur Roblason 2010
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Date 2010
R
Parties
L
1 The Trust Company (PTAL) Limited (ACN 008 412 913) of ¢/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (with its successors in
title and assigns called the Mortgages); and
2. LM Investment Management Limited (ACN 077 208 461) of ¢/- Level 4,
9 Beach Road, Surfers Paradise in the State of Queensland (the Agend).
Recitals
L .
A St. Crispin's Property Proprietary Limited (ACN 104 769 244) in its own
right and as trustee for The St Crispin's Property Trust (the Mortgagor) of '2' 10
Malleit Street, Camperdown in the State of New South Wales is indebted to the
Mortgagee.
B The Mortgagee holds:
@ a Fixed and Floating Charge given hy the Mortgagor dated
20 Septeiber 2005 and registered with the Australian Securities
and Investments Comunission as charge no. 1210202 (the Charge),
under which the Mortgagor charged the Sectred Property (as that
term is defined in the Charge) (the Charged Property) to secure the
payment to the Mortgagee of the Money Secured (as that term is
defined in the Charge); and
)] a mortgage of land executed by the Mortgagor on
16 November 2004 and registered with the Queensland Land
Registry as registered dealing No. 708444146 and subsequently
transferred to the Mortgagee (the First Mortgage) under which the
Mortgagor mortgaged the estate and interest described in the
Mortgage (the First Mortgagsd Property) to secure the payment to
the Morigagee of the Secured Money (as that term is defined in the
First Mortgage).
(c} a mortgage of land executed by the Mortgagor on
12 September 2005 and registered with the Queensland Land
Registry as registered dealing No. 709008763 (the Second Mortgage)
under which the Mortgagor mortgaged the estate and interest
described in the Mortgage (the Second Morigaged Property) to
secure the payment to the Mortgagee of the Money Secured (as
that term is defined in the Second Mortgage).
czfb AD114709881v1 406176434 Page 1
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In the events which have happened the security constituted by the Charge, the
First Mortgage and the Second Mortgage has becore enforceable.

By a Deed of Appointment of Agent dated 2010 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent

* of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on the condition that
the Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do
50} in the manner provided in this Deed.

ITIS AGREED a5 follows:

1.

Indemnity

The Mortgagee shall, subject to the provisionsof clause 2 of this deed, indernmify the Agent
against kabilitiés for or arising out of all actions, proceedings, claims, suits and demands, and ali
Ppayments, costs and expenses (all included in the word Liabilities) incurred by the Ageni in or
arising out of the due exercise orpurported exercise of any of the rights, powers, discretions or
authorities vested or purported to be vested in the Agent by virtue of the Deed of Appointmient, or

otherwise incurred or to be incurred in the-due course of the conduct of the Agency, including
specifically:

(@)

(b)

{©

(d)

all Liabilities arising out of any defect in the Charge, the First Mortgage or the Second
Morigage, or any invalidity or unenforceability of the Charge, the First Mortgage, the
Second Mortgage or the appointment pursuant to the Deed of Appointment;

all Liabilities consequent upen any bona fide mistake, omission, oversight, error of
judgment or want of prudence on the part of the Agent;

all Liabilities incurred or threatened in respect of any matter or thing done or omitted to
be done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or authorities in the Agency; and

all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resulting from the Agency.

2. Exclusions from Indemnity
The indemnity in the preceding clause shall not extend to:
(@ any liability arising out of the wilful default, dishonesty or gross negligence of the Agent
' or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as a
result of the Agent or the Agent's agent or employees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or
czfb AD114709881v1 406176434 Page 2
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{b) any liability admitted by the Agent without the prior written consent of the Mortgagee,

other than any liability incurred by the Agent in the ordinary course of the business of the
Mortgagor.

Expenses and Fees

The Mortgagee shafl pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Ageney, to the extent to which the Agent does not apply
moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a en over
the Charged Property, the First Mortgaged Property and the Second Morigaged Property in
respect of all amounts referred to in this clause.

Emergency Preference Payments

Notwithstanding the provisions of the Charge, the First Mortgage and the Second Mortgage, the
Mortgagee (so far as it is competent to do-so but not otherwise) authorises the Agent to apply the
whole or any part of any moneys coming into the Agent's control in the Agency in payment of
claims of creditors of the Mortgagor (whether those claims have priority over the claims of the
Morigagee or not) if, in the reasonable opinion of the Agent, it is necessary to make such payment
to protect the goodwill or other assets of the Mortgagor.

Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not
recefved any claim in respect of the Hability to which the indemnity contained in clause 1 extends
or notice of any such claim, and the Agent is not aware of any circumstances in respect of which
any such claim is threatened or apprehended.

Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(@ in the event of any claim being threatened or received in respect of any Hability to which
the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information available to the Agent in
relation to such claim;

(o)) if so requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
solicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
norninated solicitors in the conduct of such defence;

(© other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and
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G

the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2 (b) and 4 within one month of the saire
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(@

(®)

(©

@

(@

®

(h)

The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 Februaty 1999 (Custody Agreement) and in no other capacity.

Aliability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to whichiit. can be satisfied out of property of the
Trust out of which the Mortgagee is actually indeminified for the lability. This limtitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liahilities and obligations of the Mortgagee in any way connected with any
representation, wartanty, conduct, omission, deed or-transaction related to this Deed,

A party to'this Deed other than the Mortgagee may not sue the Mortgagee personally or
seek the appointment of a liquidator, administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrarigement of or affecting the
Mortgagee.

The provisions of this clause 7 do not apply to any obligation or liability of the Maortgagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Agreement
will not amount to a breach of or default under this Deed,

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 7(d).
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@) The Mortgagee is not obliged to do or refrain from doing anything under this Deed

(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absclute discretion,

)] A failure by the Mortgagee to comply with, or  breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilful
default by the Mortgagee if the relevant failure or breach:

] arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(i) was in accordance with a lawful court order or direction or otherwise required
by law.

() All of the terms, clauses and conditions of this Deed are subject o this clause 7.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of

atforney.

Signed Sealed and Delivered for The Trust
Company (PTAL} Limited (ACN 008 412
913) by its attorneys who state that they have no
notice of revocation of the power of attorney
dated 2 June 1993 and registered in the
Queensland Land Titles Office as Desling No,
L664541T in the presence oft

The Trust Company (PTAL) Limited ACN 008 412 913
by its duly appointed attorney Geoffrey Funniel]
under Power of Attorney dated 12 July 2010

Registered No... /2297222, ...

Geoffrey Funnell

Group A Attorney Signature GroupB A?(’ney Signature
State Martager (Corporate & Legay Services) (Qg)
Print Name Print Narne

Executed as a deed in accordance with
section 127 of the Commamus Act 2001 by,

Director Si ature ~— Director/Secretary Signature
Mt S MG
Print Name | Print Name
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Appointment of Agent

Date AP Aot 20172~

TR
By this Deed Poll The Trust Company (PTAL) Limited (ACN 808 412 913) of
o/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Morigages)
Witnesses as follows:
Recitals
TR
A Young Land Corporation Pty Ltd (ACN 102 989 686)) (the Company) of Level
14, 50 Cavill Avenue, Surfers Paradise in the state of Queenslend Austrafia is
indebted to the Mortgagee.
B The Mertgagee holds a Fixed and Floating Charge given by the Company dated 21

June 2004 and registersd with thé Australian Securities and Investments
Commission as charge no. 1057997 (the Cliarge), under which the Company
chatged the Secured Property (as that tersn is defined in the Charge) (the Charged
Froperty) to secure the payment to the Mortgagee of the Money Secured {as that
term is defined in the Charge).

C In the events which have happened the security constituted by the Charge has
become enforceable,

D By virtue of the powers in the Charge, the Mortgages is entitled to appoint any
person. or persons to be the agent of the Mortgagee 10 exercise any of the rights,
powers and remedies exerciseable by the Mortgagee pursuant to the Charge, and
the Mortgagee wishes to exercise this power.

Accordingly:

I. The Mortgagee appoints LM Investment Management Limited (ACN 077 208 461) to be the
agent {the 4gent) of the Mortzages, to exorcise all rights, powers, privileges, benefits, discretions
and authorities confetred on the Mortgages under and pursuant to the Charge and by law.

2 The Morigages reserves the right at any time to!

{a) revoke the Agent's appointment;
) impose conditions or restrictions on the terms of appointment of the Agent; or

() appoint an additional or a replacement agent in place of the Agent.

3 This appointment of the Agent shall take effect from the actual time it is accepted by the Agent
signing below.
4, Limit of Liability

4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Frust), pursuant to a custody agreement between the
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Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsibie
Enity} dared 4 February 1999 (Castody Agresment) and in no othet capacity.

42 A liability arising wnder or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which i can be satisfied out of property of the
Trust out of which the Mortgages is aciually indemnified for the lisbility, This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all tiabilities and obligations of the Mortgagee in any way connected with any
representation, warranty. conduct, omission, deed or transaction related to this Deed.

43 A person other than the Mortgagee may not sue the Mortgapee personally or seek the
appointment of a liquidator, administrator, receiver or similar person to the Mortgegee or
prove in any liquidation, administration or srrangement of or affecting the Mortgagee,

4.4 The provisions of this clause 6 do not apply to any obligation or liability of the Mortgagee
tos the extent that it is not satisfied becanse under the Trust's trost doed, the Custody
Agreement, of by operation of law there is a reduction in the extent of the Morigagee's
indempification out of the assets of that Trust, 45 a result of the Mortgagee's fraud,”
negligence or wilful default,

4.5 Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistemt with, or beyond the
scope of the Mortgagee's obligation or powers under the Custody Agreement, fhat
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Morigagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Mortgagee,

4.6 Auny failure by the Mortgagee to perform an obligation which it deterimines s either
inconsistent with or beyond its powers and obfigations under the Custody Agreement wil}
1ot amoumt 10 a breach of or default under this Deed.

4.7 The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties,

438 Ne attorney or agent appointed in aceordance with this Deed or otherwise has authority to
act on behalf of the Mortgagee in a way which exposes the Mortgages to any personal
lability and no act or omission of any such person will be considered frand, negligence or
wilful default of the Mortgagee for the purpose of clause 6.4.

49 The Mortgagee is not obliged (o do or refrain from doing anything under this Deed
(including incur any liability) uniess the Mortgagee's Hability is limited in the mamer
satisfactory to the Mortgages in its absolute discretion,

4.10 A failure by the Mortgagee to comply with, ot a breach by the Mortgagee of any of, ifs
obligations under this Deed will not be considered to be fraud, negligence or wilfi! default
by the Mortgagee if the relevant faflure or breach:

(a) arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performancs of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or
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{b) was i accordance with a lawfuf court order or direction or otherwise required by
law.

4.1t Al ofthe terms, clauses and conditions of this Deed are subject to this clause 6,

s. This Deed may be signed in any number of counterparts with the sams effect as if the signatures to
each counterpart were on the same insbrument.
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EXECUTED saund delivered as s deed in Brisbane,

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

The Trust Company (PTAL) Limited ACN 008
412 913, by its Attorney who states that he/she has
hed #o notice of revocation of the Power of
Attorney dated 12 July 2010:

WirAasss  YiCRISKODRAS Attorney

Trent Franidin
Eannoar Propacty and ivfmatniciues Custody Saendces

The Agent accepts the above appointment at the time and on the date written below:
Date Accepted:
Time Accepted:

Executed as a deed in accordance with
section 127 of the Corporations Act 2007 by
LM Investment Management Limj

{ACN Q77 208 461}
/ﬂ
Direct:ir Signature Director/Sec Sigrature
PETel. charits Oemis  COPAUD  ypan Dee fye
Print Name Prinr’ﬁame

Pags 4
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Date &Ja /U b dae ~ ArO( 2
R
By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913) of
¢/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Mortgagee)
Witnesses as follows:
. Recitals
A Young Land Corparation Pty Litd (ACN 102 989 686}) (the Company) of Level
14, 50 Cavill Avenue, Surfers Paradise in the state of Queensland Australia is
indebted 10 the Mortgagee.
B The Mortgagee holds a Fixed and Floating Charge given by the Company dated 21

June 2004 and registered with thé Australian Securities and Investments
Commission as charge no. 1057997 (the Charge), under which the Company
charged the Secured Property (as that term is defined in the Charge) (the Charged
Property) to secure the payment to the Mortgagee of the Money Secured (as that
term is defined in the Charge). ‘

In the events which have happened the security constituted by the Charge has
become enforceable,

By vittue of the powers in the Charge, the Mortgagee is entitled to appoint any
person or persons to be the agent of the Mortgagee to exercise any of the rights,
powers and remedies exerciseable by the Mortgagee pursuant to the Charge, and
the Mortgagee wishes to exercise this power.

Accordingly:

1.

The Mortgagee appoints LM Investment Management Limited (ACN (77 208 461) to be the
agent (the Agent) of the Mortgagee, to exercise all rights, powers, privileges, benefits, discretions
and authorities conferred on the Mortgagee under and pursuant to the Charge and by law.

The Mortgagee reservés the right at any time to:

(a) revoke the Agent's appointment;

{(b) impose conditions or restrictions on the tetms of appointment of tﬁe Agent; or
(c) appoint an additional or a replacement agent in place of the Agent.

This appointment of the Agent shall take effect from the actual time it is accepted by the Ageni
signing below.

Limit of Liability

4.1 The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Truss), pursuant to a custody agreement between the
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Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the Responsibie
Entity) dated 4 February 1999 (Custody Agreement) and in no other capacity.

A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which if can be satisfied out of property of the
Trust out of which the Mortgagee is actually indemnified for the Liability. This limitation
of the Mortgagee's liability applies despite any other provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduet, omission, deed or transaction related to this Desd.

A person other than the Mortgagee may not sue the Mortgagee personally or seck the
appointment of a liquidator, administrator, receiver or similar person to the Mortgagee or
prove in any liquidation, administration or arrangement of or affecting the Mortgagee.

The provisions of this clause 6 do not apply to any obligation or Hability of the Mortgagee
to the extent that i is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgages's fraud,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, incongistent with, or beyond the
scope of the Morigagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope of
the Mortgagee's obligations or powers under the Custody Agreement, must be performed
by the Trust and not by the Morigagee.

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Apreement will
not amount to a breach of or default under this Desd.

The Mortgages's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority to
act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clause 6.4.

The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liability) unless the Mortgagee's liability is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or a breach by the Mortgages of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilfisl defayit
by the Mortgagee if the relevant failure or breach:

{(a) arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such breach)
is a precondition to the Mortgagee performing the said obligation; or
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{h) was in accordance with a lawful court order or direction or otherwise required by
law.

431  All of the terms, clauses and conditions of this Deed are subject to this clause 6.

5. This Deed may be signed in any number of counterparts with the same effect as if the signatures to
each counterpart were on the same instrument.
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EXECUTED and delivered as a deed in Brishane.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of
attorney.

The Trust Company {PTAL) Limited ACN 008
412 913, by its Attorney who states that he/she has
had no notice of revecation of the Power of
Attorney dated 12 July 201¢:

Attorney

The Agenf accepts the above appointment at the time and on the date written below:

Date Accepted:

Time Accepted:

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Limi

{ACN 077 208 461
¢ - /
Director Signature Director/Sec Signature
Perei clarr S D2 € UAn Dt oy
Print Name Print’ﬁame
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Young Land Corporation Pty Ltd (ACN 102 989
686)
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Date

Recitals

A

o NOwandsr 2012

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensiand (the
Movigages)

Witnesses as foliows:

Young Land Corporation Pty Ltd (ACN 102 989 686} (the Company) of
Level 14, 50 Cavill Avenue, Surfers Pacadise in the state of Queensland Australia
is indebted to the Morigagee.

The Mortgagee holds a Fixed and Floating Charge given by the Company dated
21 June 2004 and registered with the Australian Securities and Investments
Commission as charge no. 1057997 {the Charge), under which the Company
charged the Secured Property (as that term is defined in the Charge) (the
Charged Property) to secure the payment to the Mortgagee of the Money Secured
{as that term is defined in the Charge).

Iz the events which have happencd the security constiruted by the Charge, the
First Mortgage has become enforecable.

By a Deed of Appointment of Agent dated 2012 {the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept snch appointment (the Agency) on the condition that
the Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do
50) in the manner provided in this Deed.

iITIS AGREED :s follows:

1. Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent
2gainst liabilities for or arising out of all actions, proceedings, claims, suits and demands, and all
payrments, costs and expenses (2l included in the word Liabilities) incurred by the Agentin or
arising out of the due exercise or purported exercise of any of the rights, powers, discretions or
anthorities vested or purported 1o be vested in the Agent by virtue of the Deed of Appointment or
otherwise incurred or to be incurred in the due course of the conduct of the Agency, incl uding
specifically:
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{a) all Liabilities arising out of any defect in the Charge, the First Mortgage or any invalidity
or unenforceability of the Charge, the First Mortgage or the appointment pursuant to the
Deed of Appointment;

(b) all Liabilities consequent upon any bana fide mistake, ormission, oversight, error of
Judgment or want of prudence on the part of the Agent;

{c) all Liabilities incurred or threatened in respect of any smatter or thing done or omitted o
be done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or authorities in the Agency; and

{d) all Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indemnity m the preceding clause shall not extend to:

(a) any Hiability arising out of the wilful default, dishonesty or gross negligence of the Agent
or any of the Agent's agents or eraployees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as 2
resule of the Agent or the Agent's agent or employess knowingly exceeding the scope of
the Agent’s rights, powers, discretions and authorities; or

& any liability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incurred by the Agent in the ordinary course of the business of the
Morigagor.

Expenses and Fees

The Mortgagee shall pay 1o the Agent all ressonable charges, casts, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apoly
moneys available t it as such Agent for that purpose, and the Agent is entitled to claim 2 Tien over
the Charged Praperty, the First Mortgaged Property in respect of all amowmts referred to in this
clause,

Emergency Preference Paymentis

Notwithstanding the provisions of the Charge, the First Mortgage, the Mortgagee (so far asit is
competent to do so but not otherwise) authorises the Agent to apply the whole or any part of any
moneys coming into the Agent's contro! in the Agency in payment of claims of creditors of the
Morigsgor (whether those claims have priority over the claims of the Mortgagee or not) if, in the
reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwill or
other assets of the Mortgagor.
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%  Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not

received any claim in respect of the lishility to which the indemnity contained in clause 1 exteruds

or notice of any such claim, and the Agent is not aware of any crcummnstances in respect of which
any such claim is threatened or apprebended.
6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

{2) in the event of any claim being threatened or received in respect of any liability 1o which

’ the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with 21l information available to the Agent in,
relation o such claim;

(b) ifs0 requested by the Mortgagee, the Agent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
salicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
norninated solicitors in the conduct of such defence;

5] ather than as specified in clause 2(b) and clavse 4, the Agent shall not, without the prior
written consent of the Morigagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and

(d) the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant 1o the discretion conferred by clauses 2(b) and 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

{a) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursuant to a custody 2greement between the
Morigages and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 {Custody Agreement) and in no other capacity.

{b) A liability arising under or in connection with this Deed is Himited to 2nd can be enforeed
against the Mortgagee only to the extent to which it can be satisfied out of property of the
Trust out of which the Mongagee is actually indemmnified for the liability. This limitation
of the Mortgagee's iability applies despite any other provision of this Deed and extends to
4l liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or wansaction related to this Deed,

(3] A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or
seek the appointtrent of a tiquidator, administrator, recetver or sitnilar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting the
Mortgagee.
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()

(&

)

(&)

)

(1)

@)

(k)

The provisions of this clause 7 do not apply to any obligation or liability of the Mortgagze
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agreement, or by operation of law there 15 a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilfs] defauit,

Despite any other provision in this Deed, if aty obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency or to the extent that it is beyond the scope
of the Mortizagee’s obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Morigagee.

Any failure by the Mortgages to perform an obligation which it determines is either
ingonsistent with or beyond its powers and obligations under the Custody Agreement
will not amount to a breach of ot default under this Deed.

The Mortgages's determination 3s to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with ot beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all pasties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
10 act on behalf of the Mortgagee in 2 way which exposes the Mortgagee to any personal
liability and 1o ast or omission of any such person will be considered fraud, negligence or
wilful default of the Mortgagee for the purpose of clavse 7(d).

The Mortgagee is not obliged to do or tefrain from doing anything under this Deed
{including incur any liability) untess the Mortgagee's liabikity is limited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgagee to comply with, or 3 breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilful
default by the Mortgagee if the relevant failure or breach:

() atose as a result of a breach by a person other than the Mortgagee where the
performance of the action {the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(i) was in accordance with a lawful court order or direction or otherwise required

by Law,

All of the terms, clauses and conditions of this Deed are subject to this dause 7.
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EXECUTED and delivered as a deed.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

The Trust Company (PTALY Limited ACN 008
"412 913, hy ixs Artorney who states that he/she
has had no notice of revocation of the Power of
Attorney dated 12 July 2010:

"
g
e

o

W iTnesys VICRi SKODRAS

Executed as a deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Li
{ACN 077 208 461y

“

Astorney

Trant Franklin

Manzoer Prapeiy snd (nfrastroicture Custody Semvices

it

L3 L
Director Signature

fén.—ﬁ UAMatles DRAALT

Print Name
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Young Land Corporation Pty Ltd (ACN 102 989
686)

The Trust Company (PTAL) Litnited
LM Investment Management Limited
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Agents Indemnity

Date

Recitals

A

2o Novendser 2012

By this Deed Poll The Trust Company (PTAL) Limited (ACN 008 412 913)
of ¢/~ Level 4, 9 Beach Road, Surfers Paradise in the State of Queensland (the
Mortgagee)

Witnesses as follows:

Young Land Corporation Pty Ltd (ACN 102 983 686) (the Company) of
Level 14, 50 Cavill Avenne, Surfers Paradise in the state of Queensland Australia
is indebted to the Mortgagee.

The Mortgagee holds a Fixed and Floating Charge given by the Company dated
21 June 2004 and registered with the Australian Securities and Investments
Commission as charge no. 1057997 (the Charge), under which the Company
charged the Secured Property (as that tefm is defined in the Charge) (the
Charged Property) to secure the payment to the Mortgagee of the Money Secured
(as that term is defined in the Charge).

In the events which have happened the security constituted by the Charge, the
First Morigage has become enforceable.

By a Deed of Appointment of Agent dated 2012 (the Deed of
Appointment), the Mortgagee has determined to appoint the Agent to be the agent
of the Mortgagee.

The Agent agreed to accept such appointment (the Agency) on the condition that
the Mortgagee indemnify the Agent (so far as the Mortgagee is legally able to do
s0) in the manner provided in this Deed.

IT IS AGREED 15 follows:

1. Indemnity

The Mortgagee shall, subject to the provisions of clause 2 of this deed, indemnify the Agent

against liabilities for or arising out of all actions, proceedings, claims, suits and demands, and all

payments, costs and expenses (all included in the word Liabilities) incurred by the Agent inor

arising out of the due exercise or purported exercise of any of the rights, powers, discretions or

authorities vested or purported to be vested in the Agent by virtue of the Deed of Appointment, or

otherwise incurred or to be incurred in the due course of the conduct of the Agency, including

specifically:
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(@

(b

©

(d)

all Liabilities arising out of any defect in the Charge, the First Mortgage or any invalidity
or unenforceability of the Charge, the First Mortgage or the appointment pursuant to the
Deed of Appointment;

all Liabilities consequent upon any bona fide mistake, omission, oversight, error of
judgment or want of prudence on the part of the Agent;

all Liabilities incurred or threatened in respect of any matter or thing done or omitred to
be done by the Agent in exercise or purported exercise of the Agent's rights, powers,
discretions or authorities in the Agency; and

al Liabilities and obligations of any nature incurred by the Agent in the course of or
directly or indirectly resulting from the Agency.

Exclusions from Indemnity

The indemnity in the preceding clause shall not extend to:

()

)

any liability arising out of the wilful default, dishonesty or gross negligence of the Agent
or any of the Agent's agents or employees in the performance or exercise or purported
performance or exercise of the Agent's rights, powers, discretions or authorities or as 2
result of the Agent or the Agent's agent or employees knowingly exceeding the scope of
the Agent's rights, powers, discretions and authorities; or

any liability admitted by the Agent without the prior written consent of the Mortgagee,
other than any liability incurred by the Agent in the ordinary course of the business of the

Mortgagor.

Expenses and Fees

The Mortgagee shall pay to the Agent all reasonable charges, costs, fees and expenses payable to or
incurred by the Agent in relation to the Agency, to the extent to which the Agent does not apply

moneys available to it as such Agent for that purpose, and the Agent is entitled to claim a lien over
the Charged Property, the First Mortgaged Property in respect of all amounts referred to in this

clause.

Emergency Preference Payments

Notwithstanding the provisions of the Charge, the First Mortgage, the Mortgagee (so far as it is

competent to do so but not otherwise) anthorises the Agent to apply the whole or any part of any

moneys coming into the Agent's control in the Agency in payment of claims of creditors of the
Morigagor (whether those claims have priority over the claims of the Mortgagee or not) if, in the

reasonable opinion of the Agent, it is necessary to make such payment to protect the goodwill or

other assets of the Mortgagor.

Page 2

343




Agents Indemnity

5.  Warranties

The Agent warrants to the Mortgagee that at the time of execution of this Deed, the Agent had not

received any claim in respect of the hiability to which the indemnity contained in clause 1 extends

or notice of any such claim, and the Agent is not aware of any circumstances in respect of which
any such claim is threatened or apprehended.
6. Agent's Obligations

The Agent undertakes and agrees with the Mortgagee that:

(2) in the event of any claim being threatened or received in respect of any liability to which

‘ the indemnity in this Deed extends, the Agent shall immediately notify the Mortgagee in
writing, and shall furnish the Mortgagee with all information available o the Agent in
relation to such elaimy; '

)] if so requested by the Mortgagee, the Apent shall (at the expense of the Mortgagee)
defend any such claim, and for that purpose shall, if required by the Mortgagee, employ
solicitors nominated by the Mortgagee and co-operate fully with the Mortgagee and the
norinated solicitors in the conduct of such defence;

{©) other than as specified in clause 2(b) and clause 4, the Agent shall not, without the prior
written consent of the Mortgagee, compromise or settle or make any admission in regard
to any claim or liability to which such indemnity extends; and

(&) the Agent shall give full details to the Mortgagee of all liabilities admitted or debts paid
pursuant to the discretion conferred by clauses 2(b) and 4 within one month of the same
being admitted incurred or paid (as the case may be).

7. Limit of Liability

(2) The Mortgagee enters into this Deed only in its capacity as custodian of the LM First
Mortgage Income Fund (the Trust), pursnant to a custody agreement between the
Mortgagee and LM Investment Management Limited (ACN 077 208 461) (the
Responsible Entity) dated 4 February 1999 (Castody Agreement) and in no other capacity.

(b) A liability arising under or in connection with this Deed is limited to and can be enforced
against the Mortgagee only to the extent to which it can be satisfied out of property of the
"Trust out of which the Martgagee is actually indemnified for the lability. This limitation
of the Mortgagee's liability applies despite any ather provision of this Deed and extends to
all liabilities and obligations of the Mortgagee in any way connected with any
representation, warranty, conduct, omission, deed or transaction related to this Deed.

) A party to this Deed other than the Mortgagee may not sue the Mortgagee personally or

seek the appointment of a liquidator, administrator, receiver or similar person to the
Mortgagee or prove in any liquidation, administration or arrangement of or affecting the
Mortgagee.
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CY

(€)

®

(8)

()

)

®

(k)

The provisions of this clause 7 do niot 2pply to any obligation or liability of the Moregagee
to the extent that it is not satisfied because under the Trust's trust deed, the Custody
Agrecment, or by operation of law there is a reduction in the extent of the Mortgagee's
indemnification out of the assets of that Trust, as a result of the Mortgagee's fraud,
negligence or wilful default.

Despite any other provision in this Deed, if any obligation otherwise imposed upon the
Mortgagee under this Deed is, in the Mortgagee's opinion, inconsistent with, or beyond
the scope of the Mortgagee's obligation or powers under the Custody Agreement, that
obligation, to the extent of that inconsistency o to the extent that it is beyond the scope
of the Mortgagee's obligations or powers under the Custody Agreement, must be
performed by the Trust and not by the Mortgagee. -

Any failure by the Mortgagee to perform an obligation which it determines is either
inconsistent with or beyond its powers and obligations under the Custody Agreement
will not amount to a breach of or default under this Deed.

The Mortgagee's determination as to whether an obligation otherwise imposed upon it
under this Deed is inconsistent with or beyond the scope of its obligations and powers
under the Custody Agreement is final and binding on all parties.

No attorney or agent appointed in accordance with this Deed or otherwise has authority
to act on behalf of the Mortgagee in a way which exposes the Mortgagee to any personal
liability and no act or ornission of any such person will be considered fraud, negligence or
wilfu] default of the Mortgagee for the purpose of clause 7(d).

"The Mortgagee is not obliged to do or refrain from doing anything under this Deed
(including incur any liabilicy) unless the Mortgagee's liability is lirnited in the manner
satisfactory to the Mortgagee in its absolute discretion.

A failure by the Mortgages to comply with, or a breach by the Mortgagee of any of, its
obligations under this Deed will not be considered to be fraud, negligence or wilfust
default by the Mortgagee if the relevant failure or breach:

Q)] arose as a result of a breach by a person other than the Mortgagee where the
performance of the action (the non-performance of which gave rise to such
breach) is a precondition to the Mortgagee performing the said obligation; or

(i) was in accordance with a lawful court order ot direction or otherwise required
by law,

All of the terms, clanses and conditions of this Deed are subject to this clause 7.
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EXECUTED and delivered as 2 deed.

Each attorney executing this Deed states that he has no notice of revocation or suspension of his power of

attorney.

The Trust Company (PTAL) Limited ACN 008
412 913, by its Attorney who states that he/she
has had no notice of revocation of the Power of
Attorney dated 12 July 2010:

Executed as 2 deed in accordance with
section 127 of the Corporations Act 2001 by
LM Investment Management Li
(ACN 077 208 461

Attorney

L L W
Director Signature

Director/Secre

& VA Ot Hove,)

fén—fé UMales DRACE

Print Name

%ame
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Deed of termination of controllers

The Trust Company (PTAL) Limited ACN 008 412 913
Mortgagee

LM Investment Management Limited ABN 68 077 208 461 (In Liquidation)

(Receivers and Managers Appointed)
Cantroller

Clayton Utz

Lawyers

Level 18 333 Collins Straet
Melbourne VIC 3000
GPO Box 9806

Meibourne VIC 3001

DX 38451 333 Coliins VIC
Tel +513 9286 6000
Fax +81 39620 8488
www.claytonutz.com

Qur refarence 17306/1681268/80146434
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u

Deed of termination

Date 2014
Parties The Trust Company (PTAL) Limited ACN 008 412 913
Level 15, 20 Bond Street, Sydney, NSW 2000 (Mortgagee)
LM investment Management Limited ABN 68 077 208 461 (In Liquidation)
(Receivers and Managers Appointed}
C/- FTi Consulting, 22 Market Street, Brishane QLD 4000 {Controlier)

Background

A Pursuant fo the Deeds of Appointment, the Mortgagee appointed the Controller as the
controlter of the Assets.

B. The parties now wish to terminate the appointment of the Coniroller under the Deeds of
Appaintment and release the Morigagee with respect o its obligations under the Deeds of
Indemnity.

C. This deed sets out the terms and conditions relating to this termination,

Operative provisions

1. Definitions and Interpretation

In this deed, unless the contrary intention appears:

(a)

{b)
(c)

(d)

()
(f)

@

(k)

Appointment means the appointments of the Controller under the Deeds of
Appointment;

Assets means the assets as more accurately described in Schedule 1:

Deeds of Appointment means the deeds of appointment as more accu rately
describad in Schedule 1;

Deeds of Indemnity means the desds of indemnity as more accurately describad
in Scheduls 1;

Effective Time meens 9.00am (Brisbane time) on 25 September 2014;

Notice means the notice of termination from the Mortgagee to the Controller dated
17 September 2014, '

a raference to a document includes all amendments or supplements to, or
replacements or novations of, that document;

a refgrence to a party, clause, annexure or schedule is a reference to a party,
clause of, annexure and schedule fo this deed:

words importing the singular include the plural and vice versa and words importing
a gender include any gender;

words importing persons include all bodies and associations, corporate and
unincorporated, and vice versa;

each party includes its successars;

L\313421104.2
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(m)

headings are included only for canvenience and do not affect the Intarpretation of
this deed; and

referencs to any statute, regulation, praclamation, ordinance, or by-law includes aji
statutes, regulations, proclamations, ordinances or by-laws varying, consoiidating or
repiacing them, and a reference ta a statute includes all regulations, proclamations,
ordinances and by-laws issusd under that statute.

2. Mortgagee's Limitation of Liability

(a)

(b}

(c}

(d)

(e)

(f)

The Mortgagee enters Into this Deed only in its capacity as mortgages and as
custodian of the LM First Mortgage income Fund ARSN 089 343 288 (the “T rust'y,
pursuant to a custody agreement between the Mortgagee and LM Investment
Management Limited ACN 077 208 461 (Recelvers and Managers Appointed)(in
Liguidation) {the ‘Responsible Entity”) dated 4 February 1999 and as amanded
from time to time ("Custody Agreement”) and in no other capacity.

The parties other than the Moitgagse acknowledge that the Obligations are
incurred by the Mortgagee solely in its capacity as a mortgagee of the Assets of the
Trust and as custodian of the Trust and that the Mortgages will cease fo have any

obligation under this deed if the Mortgagee ceases for any reason to be Morigagee
of the assets of the Trust.

Subject to the provisions of clause 2(f), the Morigages will not be liable to pay or
satisfy any Obligations except to the extent to which it is indemnified by the
Responsible Entity or except out of the Assets against which it is entitled to ba
indemnified in respect of any liabiity incurred by it. The cbligation of the
Responsible Entity to indemnify the Mortgagee and the right of the Mortgagee to be
indemnified out of the Assets are limited.

The parties other than the Mortgagee may enforce their rights against the
Mortgagee arising from non-performance of the Obligations only o the extent of the
Martgagee’s indemnity as provided above in clause 2(c).

. If any party other than the Morfgagee does not recover all money owing io it arising

from non-performance of the Obkigations it may not seek fo recover the shorifall by:
(0] bringing proceedings against the Mortgagee in its personat capacity; or

(ii) applying fo have the Mortgagee wound up or proving in the winding up of
the Morigagea.

Subject to the provisions of clause 2(g), the parties other than the Morigagee waive
their rights and release the Mortgagee from any personal liability whatsoever, in
respect of any loss or damage:

{i) which they may suffer as a result of any:
A breach of the Mortgagee of any of ity Obligations; or
B. non-performance by the Mortgagee of the Obligations: and

(i} which cannot be paid or satisfied from the indemnity set out above
clause 2(c}, in respect of any liability incurred by it.

The partles other than the Mortgagee acknowledge that the whoie of this deed s
subject to this clause and the Mortgagee shall in no circumstances be required to
satisty any liability arising under, or for non parformance or breach of any
Ohbligations under or in respect of, this deed or under or in respact of any other
document to which it is expressed to be a party out of any funds, property or assets
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(h)

(0

)

other than to the extent that this deed requires satisfaction out of the Assets of the
Trust under the Morigagee’s control and in its possession as and when they are
available to the Moripagee to be applied in excneration for such liability under the
terms of the custody deed betwsen the Responsible Entity and the Mortgagee
PROVIDED THAT if the liability of the Mortgagee is not fully satisfied out of the
assets of the Trust as referred to In this clause, the Mortgagee will be liable to pay
out of its own funds, properfy and assets the unsatisfied amount of that liabfiity but
only to the extent of the total amount, if any, by which the assets of the Trust have
been reduced by reasons of fraud, negligence or breach of the custody deed
between the Mortgagee and Responsible Entity in the psrformance of the
Mortgages's duties.

The parties acknowledge that the Responsible Entity is responsible under its
constitution for performing a variety of obligations relating to the Trust. The parties
agree that no act or omission of the Marigagee (including any related faiture to
satisfy any Obligations) will constitute fraud, negligence or breach of duty of the
Mortgagee for the purposes of clause 2(g) to the extent to which the act or omigsion
was caused or contributed to by any failure of the Responsible Entity of any other
person or fulfli its obligations refating to the Trust or by any other act or omission of
the Responsible Entity or any other parson.

No attoray, agent or other parson appointed in accordance with this deed has
authorlty to act on behaif of the Mortgagee in a way which exposes the Mortgagee
to any personal kability and no act or omission of such a parson will be considered
fraud, negligance or breach of duty of the Mortgagee for the purposes of clause

2(f)(a).

In this clause the "Obligations” means all ohligations and Habilities of whatever kind
undertaken or incurred by, or devolving upan, the Mortgagee under or in respect of
this deed, "Assets” includes all assets, property and rights real and personal of any
vaiue whatsoever of the Trust that are the subject of the Securities, "Trust"” means
the LM First Mortgage Income Fund and "Responsible Entity" means LM
Investment Management Limited (Receivers and Managers Appointed) (In
Liquidation} {ACN 077 208 461) or any replacement responsible entity of the Trust
from fime to time.

Termination of Appointment

(a)

(k)

Pursuant to clause 2(a) of each of the Deeds of Appointment tha Mortgagee
terminates each Appointment of the Controller as the controller of the Assets on
and from the Effective Time. .

The Controller acknowledges and accepts the termination of the Appointment with
gffect on and from the Effeciive Time. .

Mortgagee Release

(a)

(k)

Subject to clause 4{b), with effect on and fram the Effective Time, the Controlier
unconditionally and irrevocably raleases and discharges the Mortgagee from the
Deeds of Indemnity.

For the avoidance of doubt, nothing in this deed affects any accrued rights and
obligations which the Mortgagee has with respect to the Controfler under the Deeds
of Indemnity arising prior to the Effective Time (including any claim by the Controllar
under clause 3 of the several Deeds of indemnity).
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5. Further Assurances

The parties agree that they will each do all other things necessary and sign all cther necessary
documents to;

(a)
(b)

terminate the Appointment;

confer upon and vest in the Mortgagee or the Mortgagee's agent appointed in
substitution for the Controller, on and from the Effective Time, possession and
control of:-

(i) the Assels;

(i) all books and records (whether kept in tangible or intangible form} held
or created by the Controller or its fiquidators in relation to the
Appeintment; and

(i) any and all bank accounts operated or maintained by the Controller or its
liquidators for the purposes of the Appaintment,

6. General
{a) This deed is governed by the laws in force in Queensiand and each party

irrevocably submits ta the non-exclusive jurisdiction of the cousts of Queensland,

{b) Any provision of or the application of any provision of this deed:
{i) which is prohibited in any jurisdictior: is, in that jurisdiction, ineffective
only to the extent of that prohibition; and
i) which is veid, lllegal or unenforceable in any jurisdiction does not affact
the validity, legality or enforceabiity of that provision in any other
provision or of the remaining provisions in thet or any other jurisdiction.
(c) This deed binds and enures to the benefit of the successors of the parties.
(d} This deed supersedes all previous agreements in respect of its subject matter.
(e) This deed may ba executed in any number of counterparts each of which shall be
considerad an ctiginal.
{f) Where any clause in this deed is void, illegal or unenforceable, it may be severed
without affecting the enforceability of the other clauses in this deed.
L\313421104.2
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Schedule 1 - List of Appointments

Asset

Deed of Appointment

Deed of Indemnity

Bridgewater Lake Estate
Pty Limited ACN 086 203
787 {in Liquidation)
{Controller Appointed)

Dead of appointment between

Permanent Trustee Australia

Limited ACN 008 412 913 and

LM Investment Management

Limited ACN Q77 208 451 dated 1

April 2010.

Deed of indemnity between
Permanent Trustee Australia Limitad
ACN 008 412913 and LM
investment Management Limited

ACN 077 208 461 dated 1 April 2010,

Pinevaie Villas Morayfield
Pty Ltd ACN 116 192 780
{in Liquidation)
{Controller Appainted)

Deed of appointment between

The Trust Company (PTAL)

Limited ACN 008 412 213 and

LM Investment Management
Limited ACN 077 208 481 (in
Liguidation} (Receivers and

Managers appointed) dated 21

January 2014,

Deed of indemnity betwaen The
Trust Company (PTAL) Limited ACN
008 412 913 and LM Investment
Management Limited ACN 077 208
461 (in Liquidation) (Receivers and
Managers appointad) dated 21
January 2014.

Redland Bay Leisure Life
Pty Ltd ACN 109 932 916
(in Liquidation)
(Controllers Appointed)

Deed of appointment belween

The Trust Company (PTAL)

Limited ACN 008 412 913 and

LM Invesiment Managemant

Limited ACN 077 208 461 datad 9

February 2011.

Daed of indemnity betwaen The
Trust Company (PTAL) Limited ACN
008 412 913 and LM Investment
Management Limited ACN G77 208
461 dated @ February 2011.

Redland Bay Leisure Life | Deed of appointment between Deed of indemnity between The
Davelopment Pty Lid The Trust Company (PTAL) Trust Company (PTAL) Limited ACN
ACN 112 002 383 (in Limited ACN 008 412 213 and 008 412 813 and LM Investment

Liquidation} (Controllers
Appainted)

LM Investment Management

Limitad ACN 077 208 461 dated 8

February 2011.

Management Limited ACN 077 208
481 dated 8 February 2011.

OVST Pty Limited ACN
103 216 771 (in
Liguidation) {Controllers
Appainted)

Deed of appointrment between

The Trust Company (FTAL)

Limited ACN 008 412 913 and

LM Investment Managemant

Limited ACN 077 208 461 dated

Deed of indemnity betwean The
Trust Company (PTAL}) Limited ACN
008 412 913 and LM Investment
Managament Limited ACN 077 208
461 dated 29 October 2010.

29 October 2010.
Cameo Estates Lifestyle | Deed of appointment hetween Deed of indemnity between The
Villages {Launceston) Pty | The Trust Company (PTAL) Trust Company (PTAL) Limited ACN
Ltd ACN (98 955 296 Limited ACN 008 412 913 and 008 412 913 and LM Investment -

(Receivers and Manager
Appointed) {Controilers
Appointed)

LM Investment Management

Limited ACN 077 208 481 dated 9

February 2011.

Management Limited ACN 077 208
461 dated @ February 2011,

Executed as a deaed.
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Signed sealed and deliverad for and on behalf
of The Trust Company (PTAL) Limited ACN
008 412 913 by its duly appointad attomey
pursuant to Power of Attorney Registered Book
4594 No 26 dated 12 July 2010 in the presence
of:

CLAYTON LTz

R

Signat i witness

Shane Johnsione

Signature of attorney ¢} have no notice of
revocation of the power of attorney under which
i 5ign this document)

Trent Franklin
Maneger Propery and Infrastructure Custody Services

Name of witness {piease print)

Executed by LM Investment Management
Limited ABN 68 077 208 461 (In Liquidation)
{Receivers and Managers Appointed) by its
joint and severai liquidator in the presence of:

Name of attomey {please print)

i

Sigéure oi witness

Aaeatiiticr] FRygvn’

Signature of liguidator

John Richard Park

Full name of witness

Full name of liquidator
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MEMORANDUM

FROM

tan Niccol DATE 26 May 2014

PROJECT REF  LMINMANO1

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

1. Executive Summary

1.1 The FTI Consulting letter dated 12 March 2014 (FTI Letter) requests payment of invoices for

1.2
+
+
K3
1.3
1.4
1.5
+*

remuneration and expenses incurred for the pariod 19 Marchto 31 December 2013.
The FTI Letter categorises remuneration, fees and expenses into the following categories:

Category 1 - remuneration and expenses for tasks incired which were specific io the LM
FMIF; and

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

Categpty's - remuneration incurred for tasks specific to the FMIF controflerships.

The request made in the FT1 Letter proceeds upon.the premise that "where work has been
undertaken in relation to [Scheme Propeérty], the costs and expenses. of the Administration,
including the remuneration of the Administrators, the Liquidators and their staff, are payable from
those assets”.

While liquidators or administrators of corporate trustees may, in certain circumstances, ba antitied
fo reimbursement for femuneration and expenses from trust (or scheme) property, the position is
significantly rmoré complex given the nature of FTI's-appointiment.

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

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

- the administrators and/or liquidatars have established an equitable lien exercisable
against the FMIF assets in accordance with the. principies identified by the High
Court of Australia in Re Univarsal Distributing Co Lid {in fiq) (1 033) 48 CLR 171
(Universal Distributing); or

- a Court, in the exercise of its Inherent equitable jurisdiction, has directed that the
administrators' and/or liquidators’ remuneration and expenses may be paid out of
FMIF assets; and

CLEAN A8-140526-LMINMANG1-F ) remimeration memorandum-HG (2)48-14D538 L1 INMANG-FTHremunciation-memaradum-HG
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as regards the Category 2 remuneration, that:

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

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

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

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

the entitliément of an RE fo fees and indemnification for such fees out of scheme property;

the entitlement of voluntary administrators and liquidators {o remuneration and indemnity for
disbursements and expenses. from: the estate of the insolvent (RE) company; and

the entitlement of voluntary administrators and liguidators to reimbursementfrom trust
assets (6r scheme property) for remunerafion and expenses incurred in relation to the
external administration of a cerporate trustee (or RE).

A RE i$ entitled to fees pursuant to section B01GA(2) of the Corporations Act and the constitution
of the relevant scheme of which the RE is responsible entity. Clause 18.3 of the FMIF consfitution
relevantly provides.that the;

"RE [LM] is.entitled to.receive out of the Scheme Property, a management fee of up to
6.6% per annuim (inclusive of GST) of the net fund value in relation to the performance
of its duties as detaifed in its Constitution, the Compliance Plan and the Law."

LI is expressly entitted to fees in relation to its performance of certain duties including the
winding up of the scheme (clause 18.4(K)).

A liquidator of a company, on the other hand, is entifled, pursuant to section 499(3) of the
Corporations Act, to sueh remuneration as is fixed either by the committee of inspection of the
company or by resolufion of the creditors of that-entity. A voluntary administrator has an
equivalent statutory fight to remuneration (sét out in saction 449E of tha Corporations Act).

A liquidator is also entitled to such remuneration as is appraved by the Court on 2n application
under section 504 of the Corporations Act.

Disbursements incurred in the course of an administration or liquidation are incurred by an
administrator or liquidator as agent for the insolvent company, that is, thay are an expernse of the
corporate entity. The administrator or liquidator has a right of indemnity out of the company's
assets for payment of those expenses. Further, such expenses are accorded statttory priority
pursuant to sections 556(1)(a) and (c) of the Corporations Act. Similarly, the remuneration of a
voluntary administrator or fiquidator, is afforded statutory priority in section 556(1)(de) of the
Corporations Act.
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Under section 501 of the Corporations Act in a voluntary winding up it is “the properly of a
company” that is to be applied in satisfaction of its fabiiities. Importantly, therefore,

disbursements and remuneration incurred by an administrator or liquidator are payable out of the
assets of the insolvent company. Upon the administration or liguidation of 2 company which acts
as an RE, section 601FH(b) of the Corporations Act provides that an administrator or liguidator of
that RE is entitled to exercise the RE's rights to be indemnified out of scheme property.

Application of principles to the remuneration request made in the FTI Letter
Category 1 invoices

In terms. of the remunerstion and expenses in Category 1, those expenses {iotalling
$1,706,919.32)-are referable to tasks performed and expenses incurred by the administrators ang
liquidators of LM (athough invoiced pursuant fo invoices issued by LM bearing invoice numbers
"8978inv1 - 8978imvT") (Category 1 invoices).

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

approved or fixed in accordanze with sections 449E, 489(3) or 504 of the Corporations Act:
and

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

I terms of the Céategory 1 expenses which FTI Consulting has caused LM to incur, those
expenses:

are payable out of the assets of LM in priority to other unsecured claims on its estate
{pursuant to section £56(1)(a) and/or (c) of the Carporations Act); and

if they, or a subset of them, are expenses for which L.M as RE of the FMIF would be entitled
to be indemnified pursuant to the terms of the FMIF constitution, FT| Consulting may cause
LM fo exercise its rights pursuant to seetion 681FH(b) of the Corporations Act (and clause
18.5 of the FMIF constitution), to meet those expenses. from FMIF scheme property.

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

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

The lien can arise in any situation where it would be inequitable for a person who has created or
realised a valuable asset in which others ciaim an interest, not to have their costs, expenses and
fees incurred in producing the asset paid out of the fund or property created: see: Thackray and
Others (in their personal capacily and as receivers and marnagers of Great Southern Managers
Australia Ltd (rec'rs and mgrs apptd) (in liq) v Gunns Plantations Ltd (2011) 85 ACSR 144; [2011]
VSC 380 at [41] per Davies J (Thackray v Gunns); Re S & D International Pty Limited (in lig)
{rec’r & myr appfd) [2009] VSC 225.
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in order for us to be satisfied that an equitable lien of the type identified in Universal Distributing
has arisen, we will need FTI Consulting to identify what the administrators and/or liquidators have
done to create, preserve or realise an asset or fund agdinst which the equitable lien would: attzch.
An example of the level of detail required in relation to the identification of tasks and a description
of how the tasks correlated to the creation, realisation or preservation of scheme assets is found
in Thackray v Gunans at paragraphs 16-30. Notably, only work done in connection with those
staps may be reimbursed pursuant to the Universal Disiributing principle (see. Stewart v Afco
Controls at 40),

Fundamentally. it is not clear fram the materials provided to.us what pmporticn if any, of the
Category 1 invoices gives rise to an equitable lien. The schedules of invoice narratives do not
assist in that they do not distinguish between remuneration or expenses incurred. in the ordmary
course of the administration and liquidation of LM, and remuneration and expenses giving rise to
ari equitable lish in accordance with Universal Distributing. Before we ¢an be satisfied that it is
appropriate for us to pay the Category 1 invoices from the FMIF assets further work needs to be
done by FT1 Consultiiig fo.

identify the steps undertaken by the administrators -andfor liquidators to care for, presarve
and realise assets of the FMIF;

describe the work performed in pursuance of those steps; and

guantify the work performed in pursuance of those steps.

If a Universal Distributing equitable lien ig not idertifiable in relation to the Category 1
remuneration and expanses, there is a second pathway pursuant to which FTi Consuiting may be
entitled to payment of the Category 1 remuneration and expenses from the FMIF assets.

The authorities establish that-a liquidator (or-administrator) may be entitled to be indemqiﬁ_ed- out
of trust (or scheme) assels in respect of remuneration or disbursements incurred in relation to
certain activifies and where the assets of the insolvent corporate trustee (or RE} are insufficient to
meet those liabilities. \n 73 Coromande! Place Pty Lid v C L Custodians Ply Ltd (1999) 30 ACSR
377 (Coromandael) Finkelstein J expressed the prmmpie as follows {(at 385).

" provided a liguidator is acting reasonab!y he is entitled to be indemnified out of trust
assets for his costs and expenses in carrymg out the following activities: identifying or
attempting to identify trust assets; recovering or attempiing to recover trust assels;
realising or attempting to realise frust assets; profecting or altempting to protect trust
assets; distributing trust assets to the persons bensficially entitfed to them....

Notably, however, a liquidator of a corporate frustee or responsible entity is notentitled, as of
right, to the payment of remuneration and expenses aut of scheme property or to priority in
relation to such remuneration and expenses. Rather; the authorities eonfirm that a liquidator of an
insolvent responsible entity or trustee has: no more than the abiiity to approach the Court to seek
an exercise ofits inherent discretion {derived from its.inherent equitable jurisdiction in relation to
trust funds) to aflow tfiose fees and expenses t6 be paid. See, for example: Re Berkeley
Applegate (Investment Consuitants) Lid (in liq); Harris v Conway & Ors [1989] 1 Ch 32; Shirlaw v
Taylor, Re Application of Sutherland (2004) 56 ACSR 297; Re Sutherland; French Caledonia
Travel Service Pty Ltd (in lig) [2003] 58 NSWLR 361 (French Caledonia), Trio Capital Limited
(Admin App) v ACT Superannuation Management Ply Lid [2010] NSWSC 941 at [20] (Trio).
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The principles regarding the payment of a liquidator's remuneration out of trust assets weare
summarised by Black J in Re MF Global Ltd {in fig) (no 2) [2012] NSWSC 1426 at [55] as follows:

"The Court has an inherent equitable jurisdiction to allow a trustee reruneration, costs
and expenses out of trust assets, which extends fo .a person such as a liquidator which
Is-for practical purposes controfiing a trustes: Re Application of Sutherland [2004)
NSWSC 788; (2004) 50 ACSR 297; Trio Capital Ltd (admin apptd) v ACT
Superannuation Management Pty Ltd abové. The Liquidators acknowledge authority
that that jurisdiction may not be exercised where the Company does not solely act as
trastee and has sufficient benéficial assets fo meet the fiquidators' remuneration, costs
and expenses, and where the work done by the liquidator in relation 1o trust assets
may properly be.treated as done-for the purposes of winding up the company's affairs.
The.principle that, where a company has assets which are not held on trust, the
liquidator's costs should usually fall on its non-trust assets was recognised in Re GB
Nathan & Co Ply Ltd (in lig) (1991) 24 NSWLR 674 at 665-689 and the authorities were

considered by Youtiy GJ in g in Re Greafsr Wast Insurance Brokers Ply Ltd [2001]
NSWSC 825; (2001) 38 ACSR 3071."

Whether the: liquidator's application for reimbursament of tremuneration and expenses out of
scheme praperty will be grafited is a matter for the exercige of the Court's discretion having
regard fo all circumstances of the case. Se&Trio:at[20], In this regard, we note that:

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

There are two further considerations in refation to such applications:
the distinction between work performed as liquidator (or administrator) of the insolvent (RE)
company and work performed for the benefit of the scheme; and
the issues which arise where the insolvent RE is the RE of more than one scheme.

Where an activity of the liquidator can be seen to be solely concerned with the winding up of the
company and not with the performance of duties as frustee or RE the cost of that activity is not
ordinarily fo be charged-to trust assets (or scheme property). In Bastion v Gideon Investments
(2000) 35 ACSR 466 (at 480) (citing Re G B Mathan and Co Ply.Ltd (in lig) {(1991) 24 NSWLR 674
(at 688)), Austin J held that:

‘ltihere is a distinction between costs and expenses incurred b v the fiquidator in the
course of administration of a trust which the company is trustee, and costs and
expenses of the liguidafion, though it is not always easy fo draw.”

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

identifying or atternpting to identify trust assets;

recovering or attempting to recover trust assets;

realising or attempting fo realise trust assets;

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

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

Absent

a clear hasis on which it could be said {hat the equitable lien identified in Universal
Distributing has arisen; or

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

we do fot have sufficient information or grounds to approve the payment of the Category 1
invoices from the FMIF assets.

Category 2.invoices

L, in ifs capacity as RE of the FMIF, is entitied tothe fees setout in clauses 18.3 and 18.4 of the
FMIF constitution. The Categery 2 invoices relate to tasks categansed as 'general responsibie
Entity Work. .. - undertaken to administer, care for; and preserve LI FMIF gssets.” The Categery 2
invoices bear invoice reference numbers "8978inv1.2 - 8978inv7.2" (Category 2 involces).

The Category 2 invoices give rise fo.two principal issues:

the RE's:enfitlement to remuneration; and

the proposed allocation of LM remuneration hetween the funds or schemes.
RE’s entitlement to remuneration

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

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

(notwithstanding the appointment of the Court Receiver) the winding up of the scheme
{clause 18.4(k)}; andfor

the performance of duties and obligations pursuant to the Carporations Act and the FMIF
Canstitution (clause 18.4({1)}.

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

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

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

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

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

Proposed allocation of RE remuneration between the funds and schemes
The Categery 2 invoices are-said to relate to 'gensral responsible entity work' which has been

charged and allocated:-across the schemes of which L s RE in adcordance with the
corresponding percentage of the schemes” funds urider management,

In circumstances where & liquidator is-administering, '=thrﬂugiﬁ"-tﬁe;.cempa!ny of which he is
liquidator, more than one trust or schems, the following addifional principles apply:

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

liquidation matters:
"..the position is & litfle more involved... If that work is anrelated to the
beneficiaties-and their claims it is diffieult to see how the costs may be
charged-against thelr assets. Ini the case of g company that has carried on
the business of trustee it might be that much of the work involved in the
liquidation is necessary for the proper administration of the trust. But it js
unlikely that this wilt be so where the company did not act solely as trustee
or &t least did not act in thaf capacity to.a significant extent. In that event,
the liquidator will be required to estimate those of his costs that are
atfributable to the administration of trust property and only those costs will
be charged against the trust assets™’

a liquidator is bound by the priority provisions of the Corporations Act with respect to
payment of a company's debts and must endeavour to pgy the debts in accordance with the
order of priority set out in that section. To the extent that esch priofity débt has been
incurred in the perfornance of a particutar trust he should have recourse to the property of
that trust for the purpose of paying it:

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

! Coromandei at 509 per Finkiestein J {cited by Campbell J in French Cafedonia at 428.)

2 Re Suco Gold Ply Ltd (in fig) (1983) 33 S.A.5.R, 99 (Suco Goid) at 109 (per King CJ), referring to. what was then section 202 of the
Cormnpanies Act.
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".. The liquidator is not entitled to charge the beneficiaries of one trust with the cosis and
expenses incurred in refation to the other trust. Accordingly, it will be necessary for the
liquidator {0 estimate the costs and expenses incurred insofar as they relate to each trust
afid only charge those costs to the trust on whose: behalf the work is performed. If that
estimate is not possible then a pari passu distributicn of the costs and expenses wilf be in
order as envisaged by King CJ in Suco Gold, supra..."~; and

the Courts recognise that “If the trustee cannot, with some accuracy, apporﬁon- the expernses
of administration betieen the various trusts, ‘the maxim that equality is equity shotld

provide the solution to the problem of apportionment”™. See Suco Gold at 108 (per King CJ),
referring to what was then section 292 of the Cornpariies Act and Trio at [34].

In particular, and as regards the Category 2 invoices, unless it can be shown that the: ‘generar
responsible entity work’ performed was grester in réspect of schemes with a higher quantum of
funds under management.and less in respect of sghemes with a lower quantum of funds under
management, the propesed-allocation of category 2 rernungration across the schemes by
reference to.the-quantum of funds undér management will be inequitable:

!n con5|dermg an-gliocation af remuneration we|ghted to schemes with greater assets, the NSW
S UBRT adn-nmstrators had the effeet of

the sche_rnes rnfer se: Tno at [' ]-:and [36] In Triort : _
{he administrators and directed that the adm[mstrato ramunerati a_ndexpenses-fer
administering the RE -and for general respon51hie entity-activities (which could not be aliocatad to
any-single scheme) be pro-rated in equal prepertions across:all schemes: see Trio at [36],
consistent with relevant authority: see Suco Gald; Coromands!.

Inordérto be able to approve the payment of the Category 2 invoices we will need FTI
Conisiilting to:

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

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

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

3 13 Coromands! Place Ply Ltd v CL Custodians Ply Lid (in lig) {1999} 30 ACSR 377; 17 ACLC 500 at 509 per Finklestein J {cited in Re
Sutherland; French Caledonia Travel Service Ply Lid (in lig) [2003] 53 NSWLR 361 at 428.)
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Ms Ginette Muller AE%
Liquidator o
c/o FTI Arez &MiRsiy
Level 8, Corporate Centre One, 2 Corporate Court
Bundail QLD 4217
By email: ginette. muller@fticonsulting.com By Email
Dear Madam

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

RE: FTI Remuneration and expenses {memorandum attached)

| refer to my appointment as Joint and Several Recelver and Manager of the FMIF and to your letter
dated 12 March 2014 (*Letter"} requesting payrment of your rémunetation and expenses a8
Adminiistrators and Liquidators of the LM Investment: Management Limited: (“LNIM").

As you are aware, the appeintment.of various. insolvency practitioners over LNVIM and its related funds
is somewhat complex and given the quanturn of your fees.and your various appointmerits to date, we
felt it was necessary to review your request in detail. In‘the interests of FMIF, we thought it wauld
assist your understanding of our conclisions reached and facilitate a way forward by setting out'in a
memorandum the legal and practical issues which we see arising from your remuneration reguest. A
copy is attached. For avoidarice of any doubt, in sharing this memorandum with you we-do not waive
privilege in relation to any advice received by us in respect of your Letfer,

In summary and using the categories set out in your letter, | note the following:
1 Category 1

While invoices submitted each contain a general deseription, it is not clear to us what work has heen
done to administer and preserve the fund noting that;

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

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

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

Notwithstanding, to the extent you are abie identify the assets of the fund which have been realised or
preserved by your efforts and can quantify the relevant remuneration specific to those activities, we
may be able to permit the payment of at least part of the Category 1 invoices from FMIF, if that
appears appropriate and justified. | have listed examples below that we consider lacks sufficient detail
for us to conclude the work undertaken has created, preserved or realised assets of the FMIF or 3
fund against which an equitable lisn in respect of your remuneration and expenses for that work might
attach.

CLEAN AB-140528-LMINMANOS-FFI Fee latiar-IMN (2)
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Employee Date Amount ($) Comment I

| Ginette Muller 10 April 2013 1,725.00 Telephone Hookup with NZ advisers,

Agree to provide additional information
and circular. Mote the issues and
apswers that Advisers are looked to be
updated on. Agree to provide further
information relating to the situation as

i sOOT: as possible.

Ginette Muller 15 April 2013 1,180.00 Telephone call to Trust Company
fegarding the possible replacement of
LMIM as RE; review of current position
and discussion with KWM regarding
séme.

John Park | 16 April 2013 2012.50 Meeting with Phillip- Pen.
Teleconference with Norton Rose-and
Castle Partners. Téam update meeting.

i Ginette Muller 17 April 2013 2,300.00 Meeting with Stepher: Russell and
: discussion of application to replace
LMIM as responsible enfity

Accardingly, to the extent you wish to claim an equitable {Universal Distributin
your remuneration out of the FMIF scheme property, would you. please

) lien for payment of

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

* describe the work performed. in pursuance of those steps; and

* quantify the work performed in pursuance of those steps.

By way of example only, David Whyie's application to the Queensiand Supreme Court provides a
good illustration of the fevel of informaition required to identify an equitable enfittement to payment of
remuneration out of scheme property.

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

2 Category 2

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

Additionally, we consider that the principal duty of the responsible entity which continues to be

performed is to wind up the scheme provided for by clause 18.4{k) of the FMIF constitution. ItIs not
clear from the descriptions set out in the invoices, how the tasks performed by your staff were

Page 2
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referable to winding up the FMIF. The tasks listed in the breakdown of the costs appear to be mere
consistent with tasks normally performed in the liquidation of a company rather than tasks perfermed
in relation to winding up FMIF. In this regard, these costs would need to be paid from the assets of
LMIM in ifs own right and not that of FMIF.

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

Category 3

| have approved §159,521.46 (including GST) out of $199,223.20 (including G8T) invoices issued for
Category 3 as these costs. appeared reasonabile and ware specific fo controlling the assets of FMIF. [
note that the batance of fees withheld were not specific fo your roie as controllers, but as your duties
as the administrators or liuidators of the responsible entity (Category 1). Ifyou are able to do the
same exercise in relation to the balance of Category 3.costs as Wwe have reguested in relation to.the
Categary 1 costs, | will review these again and approve the payment of those invoices which you are
able to quantify as spedific to realising and ar preserving the asseis of FMIF.

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

Yours faithfilly
LM investment Management Limited (in Liquidation) (Recelvers and Managers Appointed) as responsible
entity for the LM First Mortgage Income Fund

N
o L
/(_/ -7

Joseph Hayes
Joint and Several Receiver antl Manager

CC:

David Whyte

BDO

By email: David. Whyte@bdo.com.au
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: ‘Tel: +61 7 3237 5999
Fax: +61 7 3221 9227 Level 10, 12 Creek St
Sttt il Brisbane QLD 4000

www.bdo,com.au
GPO Box 457 Brisbane QLD 4001
Austratia

via email: john.park@fticonsulting.com

John Park

Leader Australia - Corporate Finance/Restructuring
FT1 Consulting

22 Market Street

~ BRISBANE QLD 4001

10 July 2014

Dear John

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

| refer to our recent meeting and previous correspondence in relation to FTI's claim for remuneration
and outlays in relation to the period from 19 March 2013 to 31 December 2013, and including

McGrathNicol’s letter of 5 June 2014 setting out the requirements of the Receivers and Managers for
this to be assessed further.

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

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

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

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

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

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

« [f the amount which the expert reports as the apprepriate sum for FT1"s remuneration and
expenses for the period 19 March 2013 te 31 December 2013 {“the relevant period”) is less, by 15%

Document’

BDO Business Recovery & Insolvency (QED) Pry Ltd ABN 20 134 036 507 15 a member of a national associaticn of independent entitles which are all members
of BDO Austratia Ltd ABN 77 059 110 275, an Australian company limited by guarantee, BDO Business Recovery B insolvency (QID) Pty Ltd and D0 Australia
Lid are hers of BRO | tanal Ltd, a UK company limited by guarantee, and form part of the international DO netwaork of independent member
firms, Liebility limited by a scheme approved under Professianal Standards Legislation {ather than for the acts or omisstans of financial services licensees) n
each State or Territory other than Tasmania.
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or more, than the sum ctaimed by FTI for such remuneration and expenses then the cost of the
expert shall be borne by FTI. Otherwise it should be a cost of the fund;
+ The expert should be provided with the following information:

o A copy of FTI's original claim;

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

o A copy of this letter;

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

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

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

o A copy of the correspondence between FTI and BDO in relation to the ongoing role of the
responsible entity post the appointment of the court appointed Receiver on 8 August 2013,

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

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

«  For the purpose of the expert preparing his report about the amount to be paid to FT1 for its
remuneration and expenses in the relevant period:

A, FTlwill promptly provide the expert with such further information or exptanation as he may
require for that purpose;

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

» The expert will review all of the information provided to him under the arrangements set out in
this letter, and will produce a report setting out the amount which, in his opinion, is properly
payable to FTI for remuneration and expenses for the relevant period. When the report is
completed, the expert will provide each of McGrathNicol, FTt and me with a copy of it;

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

» On the basis you agree to this process an application for directions pursuant to the terms of my
appointment wilt be made seeking:

o The court’s agreement to the process;

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

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

Documentt
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Further comments on current claim and additional information requested

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

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

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

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

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

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

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

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

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

Could you please advise if you are agreeable to appointing an expert to review your ctaim and subject

to the above comments/conditions. '

Should you have any queries in this respect, please contact me on {07} 3237 5887,

Yours faithfully

David Whyte
Receiver and Manager

Document1

368




7 FTi (category  FTI (category

Y Y
19 Marchto 30 June 2013 657,581.36  656,166.86

Juty 2013 546,132.50 123,496.08 n/a

August 2013 142,979.00 98,022.91 293,830.00 33,563.50

September 2013 55,452.50 62,837.13 84,460.50

October 2013 38,807.00 38,239.55 111,262.00

November 2013 55,543.40 24,749.86 116,373.00

December 2013 21,359.00 11,313.73 412,658.00 45,895.00

January 2014 0.00 0.00 77,988.50

February 2014 0.00 0.00 152,825.00 94,079.00

March 2014 0.00 0.00 74,997.00

April 2014 0.00 0.00 195,000.00 83,856.50

May 2014 0.00 0.00 98,851.50

June 2014 0.00 0.00 118,000.00 111,345.50

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

Average per month from 273,261.01 176,995, 12 450,256. 14
FT! appointment '
to 31 July 2013

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

appointment

to 30 June 2014

Figures are GST exclusive

BOQ Business Recavery B insalvency (QLD) Pty Ltd ABN 90 134 034 507 §s a member of a natianal assaciation of independent entities which ars all

members of BOO Australfa Ltd ABN 77 050 110 275, an Australian company limited by guarantee. BOQ Business Recovery & insolvency (QLD) Pty

Ltd and BDO Australia Ltd ane members of BOD Intemational Lkd, a UK company limited by guarantee, and form part of the international BDO

netwark of indepandent member firms. Liabllity limited by a scheme approved under Professional, Standards Legislation (ether than for the acts or 1
omissions of financlat services licensees) in each State or Territory other than Tasmania,
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14 August 2014
Our Refl: GOK_RFZ_89741116.dac

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

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

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

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

This is an open letter.

Threshold issues

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

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

FTl Consuléing (Australia) Pty Limited
ABN 19 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8985 | GCMC QLD 9726 | Australia
+61 7 5630 5222 jelephone | +61 7 5630 5289 fax | fticonsulting.com

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

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

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

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

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

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

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

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

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

Relevantly, at [7] of His Honour's reasons, Justice MeMurdo states:

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

At [8] His Honour said:

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

Category 1 claims

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

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

Please find *attached a detailed categorisation of the work undertaken by my office in relation to
our Category 1 claims. To assist in the resolution and further discussion of this matter, |
considered it most appropriate to break down our claims across the following periods:
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+ 19 March 2043 to 10 July 2013;

o 11 july 2013 to 8 August 2013;

» 9 August 2013 to 31 December 2013; and
e quarterly thereafter,

You will note that our claims have been updated to incorporate the period up to 30 June 2014,
and total $1,556,235.36 (excluding GST). Our claims as previously submitted to
31 December 2013 have been reviewed and certain eniries have been removed if identified to
not hold a sufficient connection to work undertaken for the benefit of the LM FMIF. Please note
the numbers provided do not include our claim for disbursements for the petiod and are
exclusive of GST. For your information, our disbursements for the period 19 March 2013 to
30 June 2014 total $34,651.38 (excluding GST). These amounts will be included at the time of
. submitting our final invoices for our claims.

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

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

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

I, it seemed to encompass a longer term hold and/or build-out sirategy while

awaiting overall market recovery;

iil.  the strategy utilised internal valuations and decigion making methodologies;

iii. the lvan book appeared 10 have been managed in a piece-meal manner and
without the collectiveness that | would have expected; and

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

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

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

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

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

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

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

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

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

in accordance with the undertakings accepted by Justice Daiton on 20 December 2013,
we have not included in our claims against the assets of the LM FMIF, any remuneration
concerning or incidental to the meeting convened by notice dated 26 April 2013 {(or any
adjournment thereof). | confirm an amount of $11.3,162.50 incurred in relation to this
meeting has been abandoned, in compliance with this undertaking.

Our time incurred in relation to the proceedings leading to your appointment have been
included in full. The Orders made by Justice Dalton on 20 Decernber 2013 in regard to
the Company being indemnified to the extent of 20 per cent of its costs of the
proceedings relate solely to the legal costs incurred in the proceedings. Her Honour's
order is not applicable to the administrators'/liquidators’ own claim for remuneration angd
expenses. In particular, an attack on this remuneration was foreshadowed by your
solicitors, but expressly abandoned.
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| note your comment that the Liquidators should seek directions from Court in relation our

Category 2 claims. Notwithstanding your current view | provide the following commentary on this
category of costs.

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

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

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

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

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

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

In regard to the comment on our method of allocation of the Category 2 claims by a percentage
of funds under management {“FUM”}, 1 am of the view that given the duties of the Responsible
Entity in relation to acting in the best interests of the beneficiaries of the various funds, this
method of allocation is an appropriate and equitable manner for apportioning the costs incurred
on behalf of all funds. This practice is seen as an industry standard method for apportioning
costs incurred. Further, | understand a time and motion study conducted by McGrathNicol on or
around October 2013 provided a similar result in regard to the percentage of time being spent
across the respective funds, with the LM FMIF being where the majority of work was being
undertaken, It represents a genuine and honest estimate (based on accepted practice) of the
work performed in respect of each trust. On advice, | do not accept the proposition detailed in
McGrathNicol's correspondence regarding the applicability of the decision in Trio Capital Lid
{Administrators Appointed; to the facts at hand insofar as it is suggested that the allocation of
the remuneration claim across the various LM funds on the FUM basis amounts to the liquidators
preferring their interests to those of the members of the various funds. At the risk of repeating
myself, that apportionment is appropriate in the circumstances of this matter.

For your records, | confirm our claims have been updated to incorporate the pericd up to
30 June 2014, and total $1,107,940 (excluding GST). We are able to provide the additional
supporting documents of these costs, including the proposed allocation across the relevant
funds, upon request.

Next Steps

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

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

Yours faithfully
FTI Consulting

TR

John Park
Liquidator
*Encl.

CC:

Joseph Hayes
McGrathNicol

GPO Box 9986
SYDNEY NSW 2001
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Tucker&CowenSolicitors.

Level 15, 15 Adelaide St. Brishane, {ld, 4000 /7 GPO Box 345. Brishane, Qld. 4001.
“Telephone, 07 300 300 60 / Facsimile. 07 300 300 33 / www.tuckercowen com.au

Pariners.

Davld Tucker.
Richard Cowen.

Our reference; Mr Schwarz 11 Septernber 2014 Dl Scowar

Your reference; - Spetial Coumsel.
Tyler Griffin.
Geoff Hancock.

M Ashley Tiplady

Associates,
Dan Ryan.

Sylvia Lopez.
Russells Lawyers Marcelle Webster,

Brisbane Email atiplady@russellslaw.com.au

Alex Nase,

Enmily Anderson,

Daniel Davey.

Nicole Withars,

. Dugald Hamilton.

Dear Colleagues Olivia Robers,
. Ashley Maore.

- LM Investment Management Limited (in Liquidation) (Receivers & Managers Appointed) ("LMIM"}
LM First Mortgage Income Fund (Receivers & Managers Appointed) (Receiver Appointed) (*FMIF")
Claim for Remuneration and Expenses by LMIM and its Licuidators

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

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

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

During the meeting, we raised certain particular queries, and T indicated that T would reiterate those queries in
correspondence, which I now do. Those particular issues were as follows:-

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

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

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

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

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

Wesrexch\datacadixdm\documents\mmatter\1 303 774\00862307-002 doex
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Mr Ashley Tiplady
Russells -2- 11 September 2014

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

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

(2) Does this mean that work performed by Mr Park and Ms Muller, and FTI staff in the voluntary
administration of LMA (prior to Mr Clout's appointment a3 liquidator of LMA on 26 July 2013) is
claimed as remuneration in connection with LMIM’s role a5 responsible entity?

()] i s0, what s the basis for mixing the work undertaken in the LMA voluntary administratibn with work
undertaken in the administration and winding up of IMIM and the FMIF?

© That time should be separately identified.

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

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

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

We look forward to hearing from you,

Yours faithfully -

Nrid feAer o

David Schwarz
Tacker & Cowen

Direct Email: dschwarz@tuckercowen.com, au
Direct Line: {07) 3210 3506

cc: Mt John Park, FIT Consulting Email: john.park@fticonsulting.com

Lizbiity limited by a scheme approved undes Professional Standards Legislation,

\wesvexehdatairadixdm\documents\mmatter\ 1303774\00862307-002. docx
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l CONSULTING

29 September 2014
Our Ref: GOK _89741130.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

RE:LM Investment Management Limited {In Liquidation) (Receivers and Manager Apbointed)
(“the Cornpany™} ACN 077 208 461 as responsible entity for the LM First Mortgage Income Fund
(“LM FMIF™)

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

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

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

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

FT1 Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Australia
Postal Address | PO Box 8965 | GCMC QLD 9726 | Australia
+61.(0)7.6630.5222 main | +61.{0}7.5630.5299 1 | fticonsulting.com

Liability limited by a scheme approved under Professional Standards | egisiation.
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29 September 2014

Page 2 of 4

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

2. Time charged by John Corbett

(a)

(b)

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

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

To assist in your evaiuation of the work performed by Mr Corbett fér the benefit of the
LM FMIF, please find *attached a copy of Mr Corbett's affidavit filed in Proceedings
3383 of 2013. This affidavit autlines Mr Corbett’s involvement and the voluminous
tasks undertaken by him in respect of the LM FMIF,

3. Categdory 2 Costs

(@)

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




20 September 2014

Page 3 of 4

()

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

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

There has been no mixing of work undertaken in the LMA voluntary administration
with work undertaken in the administration and subsequent liquidation of the
Company and the LM FMIF. What has occurred, as detailed above, is that work
performed in the administration of LMA has been charged by 1LMA to the Company
where such work related to the funds management business. Such invoices have
been delivered by LMA, not the Company or FTi. The costs incurred by the Company,
being for work undertaken in respect of the service entity to the whole funds
management business, has been included in one category of costs for simplicity. The
make-up of this category has been disclosed by my office at all times since the
submission of our claims. My office previously provided McGrathNicol the
opportunity to receive the additional breakdown of the time incurred in this category.

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

* party appointed to review the claims as an independent expert.

387




29 September 2014
Page 4 of 4

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

sought is consistent with, and commensurate with, the basis for the claims which
have been made by us in this regard.

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

Yours faithfully
FTI Consulting

John Park
Liguidator

*Encl.




28 April 2014

Ms Ginette Mufler
Liquidator
clo FT}

MCN +

MEGRATH

RNt RS

Level 9, Corporate Centre One, 2 Corporate Court

Bundall QLD 4217

By email: ginette.muller@fticonsulting.com

Dear Madam

By Email

NI

i
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C Ty

ALVAREZ & MARSAL

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

ACN 077 208 461 (“FMIF”)

RE: FTi fees in relation to specific borrowers of FMIF

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

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

GST inclusive
invoice number Borrower _Description _ I Qata Amount ($).
8978inv13C Lot 411 Fees from 18 March to 31 October 31-0ct-13 4.217.40
8978inv10C Green Square Fees from 18 March to 31 Oclober 3N-Oct-13  3,002.45
8878inve.2C Carrington Fees from 1 Dacerrber fo 34 December  31-Dec-13 621.50
8978InveC Carrington Fees from 19 March to 31 Qctober 3M-0ct-13 713185
8978inv2C Bellpac Fees from 19 March to 31 October 31-0ct-13  14,148.20
8978inv22C Tall Trees Tanah Merah Fees from 19 March to 31 Qclober 31-Cct-13  10,515.45
8978inv22.2C Tall Trees Tanah Merah _ Fees from 1 November to. 30 Novarmber 30-Nov-13 84.90
Total unapproved fees ' 38,701.75
All other category 3 costs have been reviewed and approved for payment.
AB-140417.LMINMAND1-FT| Berrower costs-8H
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MEN+
MEGRATHNICOL

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

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

Joseph Hayes
Joint and Several Receiver and Manager

CC:

David Whyte

BDO

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

Page 2
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Name
John Corbett

John Corhatt

John Corbalt

John Corbett

Jahn Corbett

John Corbett

John Corbeit

Jahn Gorbett

John Conbett

Juhin Corbett

Pasition
Senior External Consultant

Senior Extennal Consutiant

Senlar Extarmnal Consultank

Senior External Cansultant

Senior Extenal Cansultant

Senior External Consuftant

Senior External Gonsuliant

Senlor Extemal Consuitant

Senior Externat Consultant

Senior External Consultant

Date
22/03/2013 to 28/0%2013

2104/2013 to 05042013

08/04/2013 to 12/04/2013

15/D4/2013 10 19/04/2013

22/04/2013 to 26/04/2013

25/0412013 to 3062013

041052013 b 10/05/2013

11405/2013 to 17/05/2013

18/05¢2013 to 24/D65/2013

25/05/2013 10 31/06/2013

Hrs Adj
15.60

19.50

23.60

3075

25,50

43.00

35.00

Cherge Qut Hate  Charge

190.00

150.00

180.00

190.00

190.00

190.00

150.00

190,00

150,00

130,00

ARITA
2945.00 Assets

370500 Assels

4465.00 Assels

5BM2,50 Assets

4845.00 Agsels

817,00 Assels

11495.00 Asgals

6650.00 Assels

674500 Trade-On

T12500 Assels

Narrative

In canjuncticn with the LM asset managers, underioak en inifial review of alt MIF Tall Trees assels, caniracts, sialuiory requirements and inferrelalionships to
understand %sues, Impacts of the Retirement Vllages Act and summary of asset positions. Each assetwas individually reviewed In tum through a workshop
pracess over several days.

in confunction with the LM asset managers, undertook a flle by file review of MIF assels, #iteing and loans
postion {for primarily Bridgewater, Saurces, DVET, Redland Bay and Caboolture) 1o understand issues and asset UUmEo_.m and start the process of fommulating
strategies on gach of these files,

In conjunciion with the LM asset managers, undentook a fla by file review of assels, conlracts, counterparties, construction progress, titlsing and loans postlon for
Keppel Bay, Kingapen, Aalto, Peregian Beach, Tall Trees model as well a5 working throwgh fallow up material for oiher assels previousty discussed.

In conjunciion with LM staff, undertook a file by fle review of assets, g titleing and loans postions F.. 5t o_.ﬁu_:m u.
Own, Madres Property, Coufter, Brambletan, _h— 1, m_m.._nmz___:m and KPG 13t Beach, Review mwmm:u_m:m under di and aof
fund lgvel strategy and fund reparting. U k a serfes of di lons with D Bank regarding the formal and requirements arotind addilional raparting
10 lhe benk, Commenced review of MIF loans with specific MPF Involvamant to understand positions and interrelationships,

Continuation of development of individual asset u_m:m acress the MIF assets as further infonnation 1s presented by the M staff and commence devalopment ol a

fund level strategy n___nzn__.ﬁ cash flow i of likely where p ar what i on would be required 3 delermine
same and Sming of | payouts 1o investors) Developr of fund level investor _m_un_._ :Further review of loan positions, | positions, d
opliens and .E:n__..u requiresnents for fles with MPF Invelvement. Begin process of sarlng out new ¥ [+ y for Investor with CBA.

Lir g detalled reviews of Individial MIF fund assels and developing asset specific strategies and plans and feiding these into the evolving fund lave!
strategy and cash flow, This undertaken though a serles of fomal discussions and workshops with the specific LM staff managing the fes. Attended a number of
.discussions wilh Tall Trees around refinance, asset capex, marketing aver the space of the weak. Continuation of writing up the Investor communlcation
decument and detalled _.msm_z of fund level day 1o day cashflow positicn.

Centinuation of p o reviews of individuat MIF fund assets and developing asset specific strategles and plans and folding these into the
evolving fund _m_i sirategy and cash flow; This' E.nm_..mwm: thmugh a serfes dof formal discussions and workshops with the specific LM staif managing the files.
Coniinuation of wiiing up the investor and datalled raview of fund level day to day cashilow posltion, developing asset plans and furd
{avel strategy for use I court and in kwestar communications, manage and drive the enacting of slrategies, Preparation of additionat detalled fund materals for
court, Dealing with compltance issues across the fund. Dealing with kedaing / FX position and examining options on how to re-hedge positions..

Conth a senes of to review progress across MIF fund assels on an asset by asset basls with the Individual LM staff responsible. Finalisation /
E:..._ﬂ up uf specific asset plans and fund level stralegy matertal for uge in count and investor communicalions. From the progress meelings, conducted a
workshep to updats and refine the fund cash fiow, Review of Greystanes and Sowrce fles with the LM staff 4o no_..m_%_. implleatians of the addibenal nfornation
raceived. General fund administration around day fo day cash fiows and payimenis. Payment vol oW appi g 30+ per day each of which requira review
and sign-off.

‘Wark thraugh FX hedging aRematives for the fund investors to deal with unhadged exposuras with
opiions to rescive the cutstanding hedge Uabilites with Westem Union. Detailed review of cashilow to determire fufure abillly to meet forthcoming payments and
Ideniify cash flow stress poinis and funding issues, ablilty to retire DB debt per amangements and meet futwra ligbiities for drawdown on files. Detalied legal and
cemmercial review of the complex Balipad fila aver a series of workshops over three days - the varkus |egal issues, legal oplnions, judaements handed down,
position between MIF and MPF {complex), corwersian of bonds and inkiate d of an action Ymefine and future mil

for off: Also worked through

Review of MIF fund astets with Individual asset manager on afile by file basis over seversl days - comparison with asset plans, progress achieved and resels as
appropriate. Review of fund end of menth cash fiow prior lo Deutsche Bank ua:n._um. and interest payments. General fund administration {paymants, ete). Dealing
with addiflonal Fall Tiees Issues across the properties and with the operator - & X saveral ings and di: with the operator. Dealing with review
and auth lon of day to day g acmss each of ihe asset files as well as umsm_m_ fund level _umv._.:ﬂ._ﬁ {up to 30 paymentswith detailed supporting

dosumentation raviewed and _ﬁ.ommmmn perday).
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SUPREME COURT OF QUEENSLAND

REGISTRY:  Brisbane
NUMBER: 3383 of 2013

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

{ADMINISTRATORS APPOINTED)
ACN 077 208 461 IN IT5 CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND
AND

Second Respondens: THE MEMBERS OF THE LM FIRST
MORTGAGE INCOMR FUND
ARSN 089 343 288

Third Respondent; ROGER SHOTTON

Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

FOHN DAMIAN CORBETT, accountant and banking and finance consultant., care of

22 Market Street, Brisbane Queensland, states on oath:-

1. 1 am a managing director of FTI Consulting {Australia) Pry Lid {FTI).

2 1 am a qualified accountant, and have over 25 years' experience in
arranging and structuring large-scale financing solutfons {up to $3 billion) for project
financed assets, resource projects, social and economic infrastructure transactions and

complex business operatiotts,

T
S PAGE 1
/,ef'
/fﬁf/ A /
Solicitor/BarvisterAustice 6 the Peace
AFFIDAVIT QF JOHN DAMIAN CORBETT Russells
FLevel 21
Filed on behalf of the First Respondent 300 Queen Street
BRISBANE 4000
Form 46 Rule 431 Phone: 07 3004 8888
Fax: 07 3004 8399

ime_20130471_247 12).dog
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3. Chief among my recent professional experience is structuring, financiat
analysis, asset valuation financial modelling, business case development, negotiation

and evaluation of:

E}] The Clem Jones Tunnel ($2.5 billioh);
b} Newcastle Coal Infrastructuse Group Ceal Terminal {$3 billion); and
@ most recently. the development of an agricultural corpany (Hassad

Australia) for the Qatar Investment Awthority (over $300 million).

4, My curriculum vitae Is now produced and shown 10 ine and marked
“JDC1".

Admindstration of LMIM

5. [ have been engaged on the atlalrs of the LM First Morigage Income Fungd

(IM FMI Fund), and other funds of which LM Investment Management Limiled
(LMIM) is the responsible emity, since Me Park and Ms Muller were appoinzed as
administrators of LM Investment Management Limited on 19 March, 2013. In recent

times, I have concentrated my work on the LMFMI Fund.,

Asset Portfolio of L.M FMI Fund
6. The LM FMI Fund has a portiolie of assets comprising 27 loans to

companies that own or are developing properties in the lollawing sectors:

{a) Aged care;

(b Commoercial;

(c) Indusirial;

(<) Residential; and

(€} Specialised residential.

LA~

Soli mmlﬁﬁﬁ?ﬁmﬁnﬁfcﬁ“ﬂﬂhﬁﬁeaee—w
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7. Under Ms Mullers direction, 1 have led a team of professional sialf of F7T7,
and also staff of a service company. LM Admwinistration Pry Lid {administrators
appointed) (LM Admin) in underizking a comprehensive strategy review of each of
the properties. Including a detailed analysis of the financial and devel opmental
positions for each. That review has involved:

{a) seeking, obtaining, collating and reviewing information from the records of
the LM FMI Fund, LMIM, and LM Admin regarding:

i) the loan and mortgage arrangements (including the debt
position), for each property:

(3] LMiM's proposals for the development of each property, as at
19 March, 2013; and

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

(L) me orx FTI staff alongside LM Admin staff inspecting the properties to
undersiand the physical characteristics, including any proposed
development of the property:

{c) idei:tifving oppartunities that are reasonably available 1o provide value o
members of the LM FM] Fund in ihe short term;

{d) considering whether the development proposals for the properties were
appropriate, given development timeframes, market conditions and the
need hoh to optimise returns to members of the LM PMI Fund, and to da
30 a5 5000 as reasonably praciicable;

(e} reporting io Ms Muller and discussing with her and other senior staff of
FTl as 10 the matters mentioned above; and

§3] impiementing action as a result of decisions made.

— A

Signed”  ~ : Solidtor/Barristerilusiice ofthe Peace
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8. It emerged soon after FT1's appointment that, although LMIM and LM
Admin were working from linancial plans for the whale of the LM FMI Fund, there
was, in my opinion, inadequate financial ana lysis of. and planning for, the
development and performance of individual assets. 1 formed Lhe view that,

particularly because mast of the 27 loans were tn defanlt on the appointment of the
administrators, this individual, detailed analysis and planning was necessary. I
discussed this with Ms Muller and she directed me to prepare a detajled analysis for
each propesty underlying each of the 27 loans. This has been a very subslantial gk,
It is not yet complete, especially in refation to the valuation of the underiying
propetties where addijonal specialist input is required into development and property

Zoning options,

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

Fund, Ms Muller and other senioe F1T siaff have also videnaking the following work:

{a) analysing. considering and understanding financial arrangements an
structures between LMIM, LM Adminisiration. Piy Lid, the L FMI Fund
and the LM Managed Performance Pund:

(by meeting regularly with representarives of Deutsche Bank to discuss
propased strategies 1o ensure Deutsche Bank was aware of the
adiminisiraiors” plans and did not take any action which may be prejudicial
to members’ interesis;

{c} considering and calculating a plan of disteibutions of capital to members of
the LM ¥MI Fund satisfactory o Deuvtsche Bank. and to see its loan Tepaid

in full as soon as practicable,

10. In the course of this work, [ and FTI staff have developed individual cash

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

PAGE 4

A
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arching cash flow model for the entire LM FMI Fund., This model plans the entire
work-ont of the LM FMI Fund, development of those underlying properties that can
be profitably developed and repayment In full of the Deutsche Bank facility with a
minimum of interest and associated cost. The pian involves return of all capital to

members within three years.

11, 1do not exhibit these models, becanse they are commercially very

sensitive, and because they very large documents.

12, On the appolntment of the admindsirators, | also ascertained that neither
IMIM nor LM Admin had obtained valuations for most of the underlying properties
for at least the two years the preceding appointment. The review that [ have
undertaken, in consultation with Ms Mutler, has involved the need to obtain
substandal livancial planning and olher valuation advice, and 1o commission
valuations of key propertics in a planned way, That is, 1o manage cashi llow and to
plan and execure this review carefully, we have been identifying what we have
lermed “easy wins”, and also idenriﬁeﬂ the more substaniial commercial exposures —
and opportunities - for the assets LM FMI Fund. Jn that process, the administrators

have obtained fresh valuations for over half the 27 u nderlying properties.

13. Again, [-do not exhibit these valuations, for the same reasons thar apply 10

the individual and LM MIF Pund cash, flow models,

14, As a result. of that work, 1 bave, in consultation with Ms Muller and other
senior FTI stafl, developed detailed sirategies for each property. Those strategies have
being prepared having regard to:

{a) current and forecast market conditions;
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(1)) the likely costs and risks associated with developing cach property vet 1o be
developed;

{c) the objective of undertaking an orderly asset sale program, in a
commereially advantageous manner, to retwrmn members’ investment
capltal in a timely way; and

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

Fund.

Report by Responsible Entity

15, h the course of undentaking the strategic anatysis work for LM FMI Fund's
assels, [, and I belicve the administratars, have been very mindful of the need o keep
members ol the fund informed of the outcorme of the work. 1 have been responsible
for the preparation of a report entitled “Report by Responsible Entity”, dated

7 lune, 2013 (the RE Reporl). Now produced and shown 1o me and marked “InC2”
is a true vopy of that report. (Whereas in Lhis affidavit I have referred to “propertics”,

in that ceport I refer to “assels”,)

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

Fund and the apalysis that has been undertaken.

// oy
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17, All the facts and circumstances deposed to are within my own knowledge
save such as are deposed to from information only and my means of knowledge and

sources of information appear on the face of this my Aftidavit,

SWORN by JOHN DAMIAN fC_Q_?RBE'I'I' on 26 June, 2013 at Brisbane in the presence
of:

9
artisterrasticeuithreEsace

Deponent ' SolicitoriB

PAGE 7

398




SUPREME COURT OF QUEENSLAND

Applicanis:

Hirst Respondent:

Second Respondenss:

Third Respondent:

lotervener:

REGISTRY: Brishane
NUMBER: 3383 of 2013

RAYMOND BEDWARD BRUCE AND
VICKI PATRICIA BRUCE

AND

LM INVESTMENT MANAGEMENT LIMITED
{ADMINISTRATORS APPOINTED)

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

AND

THE MEMBERS OF THE LM FIEST
MORTGAGE INCOME FURD
ARSN 089 343 288

ROGER SHOTTON

AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

Exhibit "JDCI" to the Allidavit of JOHN DAMIAN CORBETT sworn 26 June, 2013,

Deponent

CERTIFICATE OF EXHIBIT Russells
Level 21

Filed on behalf of the First Respondent 300 Queen Street
BRISBANE 4000
Phone: 07 3004 38388

Form 47 Rule 435 Fax: (7 3604 8899

fmo_20130471_247 {2).duc

399




FTi Consuiting

22 Markef Strest
Brisbans, QLD 4000
Australia

Tek: 487 (0)7 3225 4960
Fax: +§1 (07 3225 4899

Education
B.Bug Capricarnia Institute
of Advanced Education

M Buz (App Fin) University
of Technology Sydney

Conrtifieations
MAICD

Professional
Assaclations

Chalr - Infrastructure
Association of Qled

o

Key Skills

* Evaluation and due diligence management of critical business casa components of
major projects across economic and social infrastructure

» Capital reviews and capital structuring of transactions and borrowing entities
« Sirategic planning / business management

« Risk identification, agsessment, allocation, mitigation and management

» Financial analysis, asset valuations and finaneiat modelling

* Preparing and negatiating major project finance decumentation

P;oqujnpgl Education and Industry Associatlons

200813  Infrastructure Association of Board Member - Current

- Quaensl_gnd Chairman
1692 University of Technology ~ Master of Business (Agplled
Sydney ~~ Finance)
1986 " Capricornia Institute of Bachelor of Business
Advanced Education (Accountancy)
Relevant Experience

John has over 20 years experlence in arranging and struciuring large-scate financing
solutions ($50 million to $3 billion) for large corporate and multinational clients, local
government entities, state government enterprises, corporate agribusiness clients, project
financed assets, social and economic infrastruciure transactions and complex business
pperations.

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

Firancing Experiise

s  Undertaken financing, corporate and local government budgetary analysis and capital
structuring, profect struciuring, asset valuation, sactor risk analysis, financial risk
analysis, risk mitigation strategies and financial modsiling analysis for agricuftural, jocal
government, manufacturing, infrastructure, mining and retalling operations over the past
24 years,

» 8 years experience in reviewing, analysing, financing and critiquing business plang and
physical operations across a variety of corporate ($30m to $500m) agricultural inferests
extending across i'rrig?d.c;tt’dh. dryland grain cropping, cattle breeding and finighing,

CRITICAL THINKING
AT THE CRITICAL TiME"
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cattle feedints, and sheep operatians throughout New South Wales and Quesnsiand.

12 years experience in reviewing and negotiating project, finance and construction
dacumentation across greenfield developments in gas-firad power generation in NSW
and Queensland, gresnfield wird farm developments in South Australla, a community
housing project in NSW, a port development in NSW and a toll road development in
Queensiand in order to mitigate transaction and construction risk and integrate these
outcories inta the financing solutions for each project.

Extensive experience in reviewing and analysing the technical aspects of transactions
{alongside specialist independent consultants engaged to critically analyse individug|
fransactions} to determine any technical o transactional weaknesses and address these
lssues in the financial structure to ensure the bankability of the transactions.

Broad Sector Experience

Managed the due diligence, analysis, structuring, independant expert reviews,
negotiation and decumentation of Lead Arranger and Joint Lead Arranger finanging
roles.across a wide varlety of transactions including:

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

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

3 eeparate acquisitions over 18 months for a domestio analgesics and therapeutics
menufacturer prior to the sale of the consofidated business for >$200m;

Betwaen 1992 and 1996, the acquisition and development of over $600m of irrigated
farming properties across New South Wales and Queensiand by 3 separate tverseas
investors and & separate domestic farming operations;

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

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

The construction and operation of the 280MW Lake Bonney Wind Farm in South
Ausfraiia;

Acquisition of Hobart Airport;
Bord University's acquisition of their campus fram EIE Corporation;

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

The construction and operation of the Bragmar 2 gas fired peaking / Intermadiate plant
in Queensfand,

Fully analysed and structured bid far Curragh coal ming;
Fully analysed and structured bid for Tweed River Sand Bypass PPP.

Current Industry Roles and Transactional Recognition

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

fHeonsulting.couk 2
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Queensland (I1AQ).

* Board Member and Chair of Audit & Risk Committee {2008 — current) for Hassad
Austratia Pty Ltd (a >$500m agricultural company owned by the Qatar Investment
Authorlty) .

» Authored the JAQ's Cclober 2008 PPP Guidelines submission to Infrastructure Australia.

» Co-winner, CFO Awards 2008 Project Finance Deal of the Year for the Newcastie Cogl
Infrastructure Group cozl terminal at Newcastle, ’

+ Co-winner, 2008 AsiaMoney Project Finance Deal of the Year for the Lake Bonney Wind
Farm transaction.

* Runnier-up for the 2005 ALB Law Awards Project Finance Deal of the Year for the
Braemar Power Staticn transaction.

Agribusiness and Agriculture Experisnce

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

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

* Dryland cropping (coarse grains, cotion, sugar)
* Imigated cropping {coarse grains, cottan, sugar)
» Commoedity marketing (grains and cotton)

¢ 4 years running the ANZ corporate agriculture portfolio for NSW which covered sheep
producers, cattle producers, grain cropping, cotton producers (drylend and irigated),
sheep abattoirs, cattle abattairs, cotten ginning, cotton marketing, grain markating,
poultry pracessing & production and diary processing;

* 4 years running the ANZ Qid Corporate portfolic which included its exposures as lead
financiar to North Australian Pastoral Company, Klicoy Pastoral, Goiden Circle,
Bundaberg Sugar, KR Darling Downs, Norco, Wailace Logan and ather major beef
graducers);

* Development of the business plan far and current Diractor of Hassad Australia Pty 1td —
a >$500m agricultural company wholly owned by the Qatar trvestment Autharity
operating sheep breeding and dryland cropping properties across alf maintand states in
Australia. In 2013, Hassad Austratia is set to become the largest sheep producer and
top 4 grain producer in Australia.

flcomauliing.couk 3
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7 June 2013
Our Raf: REL_BOT4rdT (PVIF) Caver Lir,docx

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

Dear Sir/Madam
RE: LM Investment Management Limited (Administretors Appointed) ACN O77 208 451 {“LMIM™

I refer to the appeiniment of John Park and me as jolnt and saverai Administratars of LMIM on
19 March 2013 pursuant to resclution of LMiM board of directors.

Please find *enciosed a Circular to the Investars in the LM First Morigage Income Fund (*FMIF™)
and the feeder funds to the FMIF, nameily the Cumency Protected Australian Income Fund and
the Institutional Currency Protected Australian Income Fund.

Contsct Details
Investors are able to obtaln further information as Tollows:
1. Regular updates will be provided on the LMIM voluntary administration website

( i Emeh ratign ) oF

2. You can send an emall to mall@mausiralia. com.

Yours faithfully
£71 Consulting

Ginetts Muller
Voluntary Administrator

*Enth

FTi Consulting (Australia) Pty kimied
ABN 45 160 307 811 | ACH 160 267 GLL
22 Marhel Streel | Brishane QLO 200G | Avstalis
Posin! Atklress | BPQ Box 3127 | Brishane (LG 4001 | Australia
#S140)7.3225 4000 main | +&1i00 3225 4954 Fax § Hioansulting-asia.con

Lisblliy iméed by 7 ssheme 2pproved under Professional Stenderos Legislavon
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- CRITICAL THINKING AT THE CRITICAL TIME™

LM Investment Management Ltd

{Administrators Appointed)
ACN 077 208 4561
As Responsible Entity of LM First Martgage Income Fund and Feeder Funds

Report by Responsible Entity
7 June 2013

FTl Consulting

GPO Box 3127

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

www.fticonsulting-asia.com
Lizbility limited by a stheme approved under Professional Standards Legislation
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| Pu rposes

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

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

{b) the financlal position of the FMIF, particularly by reference to its assets.

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

" However, it is not io be used for any other purpess nor disseminated to any other person.

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

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

Please note, consistent with the obligations imposed by Princlpal 2 (Use and Disclosure) of the National
Privacy Ptinciples, confidential borrower Information including borrower identities, foan values and
realisable asset values have not been disclosed within this report.
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1 Executive Summary

1.1 Administrators Appointed
LM Investment Management Limited (Administrators Appointed) ACN 077 208 481 ('LMIM", the
Responsible Entity of the LM First Mortgage Income Fund (the ‘Fund’ or ‘FMIF') appointed John

Park and Ginette Muller as Voluntary Administrators of the Responsible Entity on
19 March, 2013.

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

1.2 The Portfolio Management Team

The Administrators recognised at the outsst the importance of quickly assembling & balanced
and experienced team who have a sole focus on the assets In the Funds {including FMIF. The
Administrators have sssembled a small dedicated and expericnced team 1o oversee the
management of the Fund assets and provide additional expartise into the development and
execution of asset strategies. Existing LMIM staff, with the requisite skills and knowledge, has
also been retained by the Administrators to continue to manage the Fund's assets. The two
teams have been working very closely together for the last two months to review all assets and to
identify avenues to maximise the retums to investors.

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

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

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

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

As was communicated in the Circular to Investors on 25 April, 201.3, the overarching Fund
strategy remains as follows: 1o “undertake an asset sales program with an orderly sale of all the
remaining assets of the Fund in a commercial manner, with an objective to retumn investors'
investment capital as quickly as commerciaily possible”.

The Administrators continue to work with LMI management to priositise the following;

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

* protecting asset value and ensuring the least possible disruption to invesiors.

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

We would like to assure investors that the Responsible Entity is working to maximise the capital

return of the fund in a timely manner and trust that this comprehensive fund update will provide
furthar comfort in this regard. :

2 Fund Level Administration Update

2.1 Fund Qverview

The FMIF comprises a portfolio of 27 commercial loans with a historical book value of
$326,102,759 {per the last formal investor update dated 24 January, 2013). Two of these loans
have had all security sold and mortgages released. However, there is residuai debt on each one
and these files now need to be closed - these have been disregarded when we discuss the
varigus assets fater in this report. n addition there are two botrowers each with two separate
ioans for the same asset. These have been treated as one facillty in each case for the purposes
of discussion later in this report. The majority of these mongages have defaulted and where this
is the case FMIF Is acting as morgagee In possession,

The Responsible Entity is currently conducting a review of the business and afl of the LMIM funds
and is now writing to provide a comprehensive update to investors as a matter of priority.
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We will continue to assess options to further enhance values as we progress with the assat
reviews and as additional Information comes 1o hand. It is tao eatly in the process to include into
the portfolio assessment potential outcomes such as a successful rezoning of a land subdivision
or the like and this may have future positive benefit 1o the valuation of the FMIF.
The following table presents an aggregate view of the assets types and potential strategies that
the Responsible Entity would employ over a two year period for each asset type.

Mainly compieted or pa

- focusis to

Mix of completed, partially completed and
development siies - complets projects where
appropriate; marketing and sale of completed -
assets and assessment of options for
develonment sites

*Pereentages based on FMIF [oan balance as at 31/12/2012

) ”-F';:'iri':fdlio As“set"'l-'ypé --April- 2013

w Aged Care
® Commaercial
= Industrial

= Rasidential

+ Specialised
Residential

As can be seen, the portfolio has a very heavy exposure 1o the aged care asset sector with ali of
the related projects in various stages of planning ot development.
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2.2 Comprehensive Asset Strategy Raview

This review has been conducted to ensure that a thorough approach is being adopted across all
assets to identify issues and impediments to maximising value In a timely manner. In addition, it
also allows the Responsible Entity to confidently deliver to the twofold primary objectives of

returning investors” investment capital as quickly as commercially feasible, and also to maximise
the returns 1o investors.

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

Verified the current status of alf assets to understand [ssues that may be impacting vatue or

delaying the realisation process in order to directly and swiftly address all asset detetioration
issues;

Validated ownership and lending structures and identified stakeholders;

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

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

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

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

o Identify all pptions to maximise vaiue;

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

o Develop indlvidual strategic plans for each asset;
o ldentify and quantify risk issues;
o Develop defined process steps for action and mon itoring:

o Based on the refined strategies, individual asset action plans have been established
containing clear LMIM acoountabilities and timelines;
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o A total Fund level stvategic plan and financial plan was developed which consolidatecd
individual asset strategies into a total fund stratagy, inctuding a rapayment schedule
for the Deutsche Bank facility and a schedule for the estimated timing of investor
retums; and

o The Responsible Entity's strategy supports the avoidance of a fire sale.

From this process, the Responsibie Entity has ciearly establiished the next steps in working
through the FMIF asset portfalio, including:

* Constant ongaing refinement and monitoring of asset tevel strategic plana and financial
assessments;

v Take action on the identified Quick Wins; and
* Take action to rezone identified assets in order to Improve value,

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

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

* Providing for the full repayment of the Deutsche Bank facility in June, 2012
(faciity maturity); and

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

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

* The Responsible Entity's current and very early stage assessment of whather there s fikely o
be a reduction in asset values as we work through the pertfolin wind-down;

* The methodologies being adopted to stabllise assets where issues are apparent; and

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

All of these efforts of the dedicated Responsible Entity asset team are directed towards seeking
to enhance investor value through either improvements in asset values, faster retumn of capital to
investors or reductions in FMIF costs. As such, we will continue to provide cornprehensive
updates of the portfolic and will be endeavouring to enhance the total parifolio return beyond
that currently indicated thraugh our early stage assessments.
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24  The Asset Valuation Process

Whilst the asset valuations were considered and updated as a part of the review outlined above,
fimitations encountered have meant that there are stil qualifications 1o a definitive valuation of
the Fund at this stage. Those limitations are as follows:

» Additional independent data is needed to be gathered and assessed;
« Complexity of the assets and relsted project lssues require more time for analysis; and

s Someissues, challenges and potential incremental vaiue opportunities need to be further
clarified before individual asset strategies can be finalised and agreed.

However, the Responsible Entity would like to highlight the following:

¢ Development loans are being assessed on both an “as is”* basis and “as if complete”
basis; and

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

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

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

25  BIS Shrapnel Report

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

286  Minimising FMIF Costs

The Administrators’ have implemented @ comprehensive operational system since the date of
their appointment that addresses pre-existing gaps in financial controls, Including cash flow
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modelling at the individuat asset / toan book level, With the introduction of controiler level
hudgets and cash flow modelling, the Responsible Entity is now able to better control and identify
avenues to reduce asset holding cosis. This, together with comprehensive control systems 1o
monitor expenses, wilf substantially assist the Responsible Entfty in our objsctive to maintain
tight cost controls and cost reductions across the FMIF portfolio.

2.7  Hardship Payments

Historically, hardship payments 1o Investors approved by ASIC have been made by the Fund
where redemption reguests have been frozen and where capital distributions were on hold
pending necessary asset realisations. The fund is being wound down and asset resfisation
strategies implemented to allow futute periodic capital distributions. Capital distributions
commenced in March, 2013. It is intended that the periodic capital distributions to investors
continue in a planned and regular manner. This process in turn, materially decreases the need
far separate hardship payments to continue. Should a circumstance arise and be approved by
ASIC that would dicate the need for a separate hardship payment, the Fund will consider the
fequest, however it Is intended that regular periodic capital distributions are the most
appropriate path farward for investors as # provides for equai (per unit hasis) distribution at an
equal time.

2.8  Distribution of Capital to Investors -

We are cognisant of the desire for investors to receive regular caplial distributions a= the FMIF i5
wound down. To this end, we are expecting that after the June capital disttibution is processed
there will be a further distribution in early August and thereafter, capital is expected to be
distributed to investors on a quarterly basis, subject to cash flows, as the wind down progresses.

2.9 lJune, 2013 Capital Distributions to Investors

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

s CPAIF-3$1056,318.30

s ICPAIF - $81,832.71

e WFMIF - $844,695.05

¢ Other FMIF investors - $2,287,844.39

Members should be aware that the consent of Deutsche Bank was necessaty before this
distribution was allowed. We were pleased 1o advise that we have galned that consent.
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We remind WFMIF investors that Tritogy will be responsible for distributing the capital payment it
receives to the underlying investors in that fund. We note that LMIM had previously paid 3
capital distribution of approximately $1.7million from FMIF to the WFMIF at the heginning of
March, 2013,

A distribution statement will be forwarded to you when the payiment is made and this will set out
the oents per unit retutned to you.

2.10 Repayment of Deutsche Bank Facility

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

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

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

We are pleased to report that since the Administrators’ appointment the interest costs and
principai repayments continue to be paid as scheduled fram the cash flows of the Fund., We are
working towards the previously agreed reduction In the facility t0 & required maximum of $25
mitlion by the end of June, 2013.

The Veluntary Administrators maintain a close diziogue with Deutsche Bank to ensure they
remaln fully informed and comfortable with the ongoaing operations of this facility. The Deutsche

Bank facility is in place to 30 fune, 2014, with an option to further extend to 30 June, 2015, if
required.

2.11 Foreign Currency and Hedging

The foreign currency hedges for investors into the ICPAIF and CPAIF wers disrupted following the
abrupt cancellation of facilities by existing providers. The Responsible Entity has worked 1o
establish new facility arrangements with alternate providers which are now finalised and we are
now progressively teinstating the hedging to protect the foreign exchange exposures of the ICPAIF
and CPAIF fnvestors as the Fund's assets are progressively divested and capital returned (which
is expected to take around 2 years).

aat T}
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This abrupt canceliation by the previous foreign exchange providers has resuited in some icsses

1o the CPAIF and ICPAIF funds which we are still quantifying - despite repeated requests of these

former providers over the past 8 weeks, we only received the detalled transaction reporting on
Thursday 23 May, 2013 for the transactions they unilaterally undertook during the week of the
22 0 25 March, 2013.

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

2,12 Update Your Payment Detaiis
If you have recently changed your bank details it is Important that you please complete the form

gvailabie on the FAQ page of the www.Iminvestmentadministration.com websita and email the
complsted form to investmentservices@L Mausiralia.com as soon as praciicable.

2.13 Income Catch-up for Relevant Investors

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

3 Comprehensive Portfolio Status Update

3.1  FMIF Portfolio ~ Achievements to Date
in the nine weeks since the appointment of the Administrators’, there has been substantial work

undertaken across the asset portfolio of FMIF significantly advancing actions and strategies. The
achlevements to date include:

3.1.1 Addressing Asset Deterioration

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

A pertlelly completed Industrial development - this asset saw construction commence in 2008
which then halted in 2010 following cost, certification and contractual issues. Investigations hy
fndependent experts were undertaken through 2011 and into 2012 that highlighted FMIF had a
valid legal clalm. A review by senior counsel concluded FMIF had a strong case that could be
brought agalnst parties for professiona! negligence which Is expected ta return in excess of $2m
to FMIF. The claim was to have been progreesed at the time of the Administrators’ appointment
and with only 2 months before the time limit for astion expires, the Responsible Entity is now
urgently progressing this.

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

A new residentiel project - lack of funds saw the project marketing wind down last year foliowing
a solid initial pre-sale sffort. This project Is well located with the overall residential market data
in that area demonstrating buoyancy over the past 18 months. There exists a risk of existing
pre-sales falling away in the near term if the project is not progressed which would significantly
impact the asset vaiue. The Responsible Entity has initiated the development of 3 marketing
ptan and budget to strengthen the financlal options for this project in the short term,

3.1.2 Maximising Value

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

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

Land rich projects being progressed with an aged care (loan/lease model) sales strategy - there
are a number of aged care projects across the FMIF portfolic and these comptise a substantial
portion of the portfolio's value. For some assets, these aged care strategies are likely to bs the
most appropriate strategies to maximise value (given thelr location, project size or current level
of devsiopment), but there are cther projects which are large sites and the risks and timeframas
to develop out these projecis as presently conceived are very substantial. A number of these
have the potential to be restructured and progressed more efficiently with substantialiy reduced

risk as predominantly traditional residential land projects (also consistent with their zoning).
These are presently receiving high priority for assessment and analysis with independent expert
reports already commissioned and now coming to hand. In at least one instance, there is also
potential to progress higher density zoning approvals as part of the residential focus which
affords significant opporiunity to snhance values from where they presently stand,

3.1.3 Quick Wins

There are a number of instances where the Responsible Entlty has identified opportunities for
timely asset realisations whilst also maintaining asset value (referred herein ss “Quick Wins™),

12
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The benefit of identifying Quick Wins is to increase the speed of retuming capital to investors
through the realisation of stagnant security where it is not of benefit to investors to delay their

realisation. Some of these have already been covered ahove, but other relevant éxamples
include:

An Integrated development projeet - 7 x 3 bedroom dwellings were completed in 2012. These
dwellings have not been marketed to date nor are there any impediments to being marketed,
The dwellings are located in a welt sought after capital city location and had delayed marketing
and sales due to indecision on strategy (being cansidered as possible aged living assets on a
loan/lease model). We have identified that they can easily be sold as frechold residential for
which there is sound market demand, We are presently completing 8 market appraisat on these
properties and expect to commence marketing these in the very near term. Estimated value of
these is in the order of $2.3m to $2.6m.

A fully completed strata-titied commerolal praject in an sast coast: capital clty - This project was
completed in 2007, To date only 25% of the commercial units have been sold and the project
has a stalled saies strategy. The marketfor this product Is sound and the project required urgent
sirategic attention in order to revise and recomraence the marketing campaign. This is presently
receiving aftention in order to unlock prooceeds which could amount to between $12m to $15m.

3.2  Asset Portfolioc Overview as of 24 May, 2013

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

Based on the existing asset level strategies, about one third of the assets would require between
4 and 8 years to be fully realised. This is obviously too long & delivery timeframe as it introduces
significant risks and additional costs in defivering these outcomes. Accordingly, the Responsible
Entity is driving to ensure that the updated asset strategies developed are still capabie of

delivering sound value upside compared to a current “as Is” value, but within acceptable
timeframes,

The last reported valuation for FMIF was 59 cants per unit (June, 2012 audited accounts -
disclosed in November, 2012 investor update). Given the gap in up to date asset valuations it is
not possible to provide a considered assessment of value at this time. However based on our

teview to date, it is highly fkely there will be downward revisions 1o previous FMIF loan book
values when this is finalised in coming months.

Even as a heavily worked value accretive strategy, the Responsible Entity acknowledges that this
is a poor outcome for Investors and is reflective of the assets in the portfolio where muost of these
are failed borrowers / falled developments and are held by FMIF as mortgagee in possession.

For a number of assets, there s fimited substantial upside to their “as Is” values and for those
.
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that the Responsible Entity has identified with value accretive options, these are limited by
underlying asset lssues or market Issues,

We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. it is too early in the process to include into
the portfolio assessment potential outcomes such as a successful rezoning of a fand subdivision
or the iike and this may have future positive benefit to the valuation of the FMIF.
The following table presents an aggregate view of the assete typas and potential strategies that
the Responsibie Entity would employ over a two year period for each asset type.

P or partially completed projects -
focus 18 to resolve issues, develop marketing
nd pru%{ess 1o sale:

T Residential

:of completed, partially complited and
devslopment sites — complete projects where
appropriate; marketing and sale of completed
assels and assessment of options for deveiopment
sites

*Percentages based on FMIF loan balancs as at 31/12/2012

Portfolio Asset Type - April 2013

= Aged Care

& Commercial
w Industrigt

# Residentizl

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

Weslem
Austrafia

3.3  Portfolic by Property Segment

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

3.3.1 Aged Care / Retirement

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

| Aged Care / Revise ress the marketifg progra cant aged
Retirement dences and sell the ongolng’ business to an existing

Restructure balance of project into residential development siteg _

and sell duwn

ngd Care /
| Retirement

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

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

The Resporsible Entity's review of these assets has indicated the potential for a negative
variation to the current FMIF loan book value. This is due primarily to;

» Current strategies are generally to build out and sell thess assets over extendad
(4 to 6 year) timsframes; jnéf;.
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« Current significant monthly operating losses in these under-developed assets.

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

The Responsible Entity has been undertaking substantial work to identify and develop options
that will enhance the value of these assets for FMIF investors within a more appropriate {2 year)
timeframe. The over-siding criterion the Responsible Entity has set is to ldentify strategies that

both reduce the risk and reduce the timelines in progressing with selected value enhancement
strategies.

3.3.2 Commercial

For the 3 commercial assets listed below, FMIF is morigagee in possession or in the process of
moving to mortgagee in possession. Al three assets are in the process of selling down. Twe
assets are expecied to be fully sold by end 2013. The third asset has substantial remaining
stock to sell but has attracted little market interest for over a year at current prices and

marketing approach. This is presently receiving attention by the Responsible Entity as described
later in this report.

hcsetype

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

3.3.3 Industrial

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

T Morigagseln - Potontial Stratogy - Overview

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

The final asset s a stalled development project that requires a strategy to both resolve
commercial / litigation issues that could be beneficial for FMIF nvestors and identify the best
path forward 1o maximise the asset value for FMIF investors. This is receiving high priority by the
Responsible Entity given time limitations around poientiat {itigation.

Given the gap in up to date valuations it is not possiale to provide a consldered assessment of
value at this time. However, it Is likely there will be downward revislons to previous FMIF loan
book values. For at least two of these assets there are avenues that couid be undertaken over
the next six months that could substantially enhance value. The remalning asset is expecied to
be sold by third quarter of 20413,

3.3.4 Residential
FMIF ks mortgagee in possession or moving to this position for six of the 7 assets listed below.

“AssetType  Mortgagesin® "~ Potential Steat egyOvervlew
' Posuesslon_

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

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

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

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

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

assessment of value at this fime. However, there is likely to be downward ravision on the loan
hook value of this asset.

Overall, we expact a significant percentage (>50%) of these assets to be realised by first quarter
of 2014, with the balance subject 1o the current strategic assessments being underiaken.

3.3.5 Specialised Residential

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

“AssetType - Mortdagee ln - Potantial Strategy - Overview -
: Possessian

pshalBwmanies
Sale in one linewith a i@ d marketing campaign -
vagx_shailpw market for _i_pdivigygl_ sales,

The Responsibie Entity has been reviewing these as priority ftems given the potential for further
building deterioration in one case and the need to identify divestment opiions in both cages. The
strategies are still formative; however there is reason to believe that both assets could be
divested by first quarter of 2014,
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Given the gap in up to date valuations it is not passible to provide a considered assessment of
value &t this time. There is likely to be downward revisions onh the loan book value of both of

these assets. However, the Responsible Entity has identified some avenues where we may be
able to improve this outlook.

3.4  Portfolio Guldance

In our analysis of the assets, we have been reviewing the underlying values / valuations of these
assets. Given present market conditions, a number of the valuations are out-dated and new
valuations are being sought as part of our assessment process. However, following further
analysis and review overseen by the Administrators, it was identified that that there are a number
of assets where the provisioned loan values (i.e. the current FMIF book vajues) are still higher
than a reasonabie assassment of current valuation would suggest and further asset write-downs

can be expected. This is the case with the aged care component of the portfolio due to a number
of factors including:

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

¢ Inclusion in the previous valustion assessment of a business value to the operating business
when the asset reaches completion - this value is uncertain and would not be achievad for

batween 4 and 7 years (depending on the asset and its present state of development) as so
would be discounted in an “as is” vaiue; and

* In some cases, the assats are incurring substantial monthly operating losses which would be
reflected in an ‘as is’ value, These operating losses cannot be significanily reduced due to
legislative requirements around their operations as aged care facllities,

The other asset category whera there may be a significant diminution in value when considered
on an “as is” basis is the specialised residential portiolic. This is due to the nature of the assets
(resort style assets), the state of the local real estate markets and also significant site spacific
issues around location, bullding defects and resort performance.

Other assets where there will be notable value diminution include:

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

s A residential development which has bean fully sald and where the balance will need 1o be
written off as the guarantors now reside in an overseas Jjurisdiction there is limited prospect
of any furiher recovery; and

+ A completed capltal city commercial development where there has been limited demand faor
the completed asset with only 25% sold in 6 years. There are Issues with end valuation /
prices sought in the market and hence a very low level of completed sales to date together
with ongolng retention cosis (maintenance, rates, land tax, etc) necessitating a more
conservative approach to '%;;ﬂnf_:_ated value.
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3.5 Process Enhancements

Since the appointment of the Voluntary Administrators, the specialist team hag undertaken an
exiensive review of the FMIF porifolio and also the underlying processes and procedures in
managing that portfolio. This review has introduced a rangg of gontrol procssses that were sither
non-existent or under-developed. in addition to this, the team has strengthened a number of
other processes in the assessment of credit risks and management of the assets.

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

The Administrators” Identified a significant gap in financial controi which included cash flow
medelling at the asset / loan book level. The Administrators’ have since instigated the
introduction of controlier level budgsts and cash flow madelting to build a fund level cash flow
model. This model has aise been an invaluable contribution in detarmining future asset

strategies through the analysis of holding costs versus realization mode! to ensure that investor
returns are maximized.

The processes now in place include:

3.5.1 Strategic Review of Assets

Strateglc reviews have been completed for all assets and initial strategic plans documented,
There are a number of assets where revisions to existing strategles are necessary as the existing
strategles were either not appropriate in current market conditons, not financeabls or otherwise
carried significant risks in execution. These strategic review actions will be ongoing for each
asset to ensure that there exists a process to capture and fully assess the impacts of new
information as it is received. For each asset, the Responsible Entity has created a process to
callate into one document all they key transaction description, loan / account information, loan
status, risk assessment and current status. This is to provide one record point for atl key loan /
transaction information in the same manner as would be seen in a bank lending file. in the
process of completing these documents, they are also being utilised as the key document that
would then capture the key information from the strategic raview of each asset. This sirategic
review utilises all key LM personnel (account / development manager, a senior LM executive, LM
legal} and at least two F1i personnel and involves:

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

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

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

* Cradit Committee Meetings - The Administrators' have re-formed the composition and
processes of credit committee meetings.

» Key Risks / lssues - The Administrators’ introduced a pracess of clear identification and
documentation of alt significant risk issues for each asset and what mitigating actions (if
any} can be employed to manage these risks. This pracess includes assignment of tasks,
action plans and timelines to dealing with these issues. :

o Cash fiow Forecasting, Expense Monltoring and Cantrols - Whilst LM prepared fund level
cash flow forecasting the Administrators’ have introduced full cash flow forecastin g, detailed
€Xpense maonitoring and controls in the approvals of expenses across each asset and across
the FMIF portfolio. This ensures we are capturing all costs in FMIF, identifying opportunities
to manage and reduce asset level costs and have full and continuous knowledge of the total
carrying / holding costs of individugl assets, This is supported by and managed through a
detailed financial mode! developed by the Administrators'.

o Development of a “whole of fund” cash fiow model for the FMIF - This model has been
developad by the Administraiors’ and provides for the consolidation of the cash flows of
each asset (once s strategy Is finalised) together with all other fund cash inflows ang
outfiows 10 be consolidated. This mode! allows the ongoing management and assessment
of performance as the team works towards maximising the returns on assets and returning
of capital to FVIIF investors.

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

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

These processes aliows for the combined the Responsible Entity to fully manage the portfolio
with the over-riding alm of maximising the return of capital to FMIF investors in the most time
efficient and cost efficlent mannar, In assessing strategy, these processes allows for effective
fisk adjusted discounted cash flow analysis of outcomes 1o ensure that all risk issues are
appropriately considered and included into the decision making.

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

assessment and monitoring department in a major Australian bank. Such a methodology
considers:

» Theassetstrategy timelfines / duration and risk elements this introduces to asset outcomes:
s  Real estate market / value risk;

» Counterparly risks (e.g. construction contractors / project partners);

« Planning and zoning risks;

¢+ Construction rigks (time, cost, quality): and

¢ Environmental risks.

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

3.7  FMIF Portfolio - Next Steps

3.7.1 Completion of Strategic Plans and Financial Assessments

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

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

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

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

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

3.7.3 Progress Development of ldentified Assets

As mentioned, there are a2 number of assets where the best outcomes for investors will be to
progress with development strategies (on a limited basls) in order to maximise asset values.

What we are seeking to achieve with the strategies being developed Is to ensure that we consider
the pathway to deliver the best outcomes for investors after considering all options and balancing
fisk and retums with also a strong focus on the time to deliver outcomes. In a number of
instances, there are substantial “value gaps" between what an asset owes investors {original
loan balance plus capitallsed interest) and what the asset Is presently valued at “as is". Where
an option presents an appropriste balance hetween risk assessment ang potential value uplift,
we will look to progress that option in order to ¢close as much as possible this value gap.

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

In petentially progressing with development options, we are also very conscious of tima - we are
not looking to engage in outcomes that will take many years to conclude as this Introduces:

¢ Longer timeframes increases the potential for uncontrollable / unforseen risk slements {e.g.
potential for commodity prices, currency instability, overseas government debt issues or the
like) impacting on the domestic economy;

e Delays the return of capital to investors; and

* Unnecessary increases in the costs incurred through continued charging of management
fess fo the fund as long term projects are worked through.
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3.74 Progress with Rezoning of |dentified Assets

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

4 Conclusion

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

Dated: 7 June 2013
FTI Consulting

GIFELS Muller
Yoluntary Administrator
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29 September 2014
Our Ref: GOK _89741130.doc

David Whyte

BDO

GPO Box 457
BRISBANE QLD 4001

Dear Sir

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

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

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

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

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

FTI Consulting (Australia) Pty Limited
ABN 49 160 397 811 | ACN 160 397 811
Levei 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 i Australia
Postal Address | PO Box 8965 | GCMC QLD 9726 | Australia
+81.(0)7.56630.5222 min | +61.(0)7.5630.5299 ¢ | fticonsulting.com

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

2. Time charged by John Corbett

(&)

(b)

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

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

To assist in your evaiuation of the work performed by Mr Corbett for the benefit of the
LM FMIF, please find *attached a copy of Mr Corbett's affidavit filed in Proceedings
3383 of 2013. This affidavit outlines Mr Corbett's involvement and the voluminous
tasks undertaken by him in respect of the LM FMIF. -

3. Category 2 Costs

(a)

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

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

provider enabling the Company to fulfil its role as Responsible Entity to the varjous
funds.

The work undertaken and invoiced to the Company does not relate to the corporate
affairs of LMA, rather It relates to the management and ongoing trading of LMA as
service provider to the Company. In this regard, 1 understand the current Liquidators
of LMA have recelved a 10% service fee since appointment for thelr work in the
ongoing trading and management of LMA's business in support of the Company's
funds management operations.

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

Please find *attached a summary of our category 2 claims to the period
30 June 2014. This summary identifies the portion of cost relating to the LMA service
costs to the Company which was included as part of our total Category 2 claims for
the period 19 March 2013 to 31 July 2013, | also *attach a summary of the LMA

. work presented in accordance with the ARITA code of professional practice. | confirm

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

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

Yours faithiully
FTI Consulting

John Park
Liquidator

*Encl.

mE.T..
CONSULTING
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28 April 2014

Ms Ginette Mutier Aﬁﬁ

Liguidator R
c’o FTI ALVAREZ B flARs AL

Level 9, Corporate Centre One, 2 Corporate Court
Bundall Q1.D 4217

By email: ginett.muller@ﬂlcohsulting.com By Email

Dear Madam

LM Investment Managemant Limited (In Liquidation} (Recsivers and Managers Appointed) as
responsible entity for the LM First Mortgage Income Fund

ACN 077 208 461 (“FMIF™)

RE: FTI fees in refation to specific borrowers of FMIF

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

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

GST inclusive

Invoice number Borrower Description _ Date Am ount (§).
8978inv13C Lot Fees from 19 March to 31 October ~ 31-Oct-13 421740
8978inw10C Green Square Fees from 19 March to 31 October -Oct=13  3,002.45
8978inv6.2C Carringtan Fees from 1 Decerrber to 31 December  31-Dec-13 821.50
8978inv6C Carrington Fees from 19 March to 31 October 3M-Qct-13 713185
8978inv2C Belipac Fees from 19 March to 31 Qclober 31-0ct-13  14,148.20
8978inv22C Tall Trees Tanah Merah Fees from 19 March to 31 October 31-0ct-13  10,515.45
8678inv22.2C Tall Trees Tanah Merah _Fees.from 1 November to 30 November 30-Nov-13 64.90
Total unapproved fees B B 39,701.75

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

AB-14041 TLMINMANCH FT1 Borrowar gosts-MH

Lewved G0 Manganet Sheet Siney MSW 20000 Agstialia G0 Boe 9ui Sty MEW 20011 2151 2 9308 J600 1 =51 2 G138 a5y
[ RPN E 1 0 R A TRUETRY N SITRRA Y AU IR B T IO O BT sty ente sd by g et g aemion s f e st Sk epnhoar i megalnigeol oy
CORPGEATLL ADYIHORY NG PIRAMNSAGTTORM SERYIL S 8 Colpramna s R ey
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MCEGRATHNICOL

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

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

Joseph Hayes
Joint and Several Receiver and Manager

CC:
David Whyte

BDO
By email: D_avid.Whyte@bdo.com.au

Page 2
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Name
Jahn Comhett

John Corbeli

John Corbatt

John Covbelt

John Corbett

John Corbett

John Corbelt

John Caorbett

John Gorhett

John Corbett

Pasition
Senior Extzmal Gensuliant

Senlor External Consultart

Senior Extemal Consultant

Senlor External Consulkant

Seniar External Consultent

Seniore Extesnial Consultant

Senlor Extemal Consultant

Senjor External Consultant

Senior External Consultant

SBeniar Externat Gonsultant

Bate
22/03/2013 to 28/03/2013

2/04/2013 to 05/04/2013

08/64/2013 io 120042013

16/0472013 to 19/04/2013

22/0412043 o 261042013

29/G4/2013 to 306/2013

0452013 ko 10/05/2013

1105/2013 to 17/05/2013

18/05/2013 to 24/D5/2013

2510512013 to 31062013

Hrs Adi
15.60

19.60

23.60

076

25.50

43,00

35,00

350

Charge Qui Rate  Gharge

180,00

1960

180.00

190.00

190.00

190,00

190,00

190.00

180,00

190,00

ARITA
294500 Assels

J70500 Assets

446600 Assets

G842,50 Assals

4B45.00 Assels

8170.00 Assets

11495.00 Agsels

666000 Assels

6745.00 Trade-On

712500 Assets

Narrative

In ona__.snzoa with ﬁ.__hu.. LM asset managers, undertgok en inttizd review of all MIF Tall Trees assels, conlracts, statutery requiremets and Inter- -relalienships to
f lssues, cis of the Villages Act and sursmary of asset __B.__a:m Each assetwas individually reviswed In tum theough a workshop

process over sevaral days.

In conjunction with the LM asget managers, undertook a flle by file review of MIF assets, contracls, titiging and loans

Pposbion (for primadly Bridgewater, Sources, DVST, Redland Bay and Caboollure) to understand issues and asset positions and start the process of farmulating

mwm_uoﬁn:mmn_&___mwwaﬁ
I sonjunction with the LM asset menagers, undertook a file by file review of assets, lies, construction progress, titleing and ioans postian for
Keppel Bay, Kingopen, Asito, Pereglan Beach, Tall Trees model as well as working through faliow up material for other assels previously discussed.

In conjunction with LMW staff, undertock a fite by fle review of assats, coniracts, counterparties, consiruction progress, {itleing and loans postions for St Crispins, U-
QOwn, Madres Properly, Couiter, Brambleton, Lot 111, Glendenning and KPG t3th Beagh, Review asset plans under development and commence development of
fund tevel strategy and fund reporting, Undartook a serdes of withD 2 Bank the format and requirements around addilional reponting
10 the bank, Gommenced review of MIF loans with speclfic MPF involvement to understand pasiions and inter-relationships.

Continuation of development of individual 8sset plang across the MIF assets as furlher infirmation Is presemed by the LM staff and commancs umcm_auama»&m

furd leva mmeS_ {inchucing cash flow q_..ﬁﬂu__oz of strategies, fkely realisatinns whera p ing what inf o would be d o di
same and Bmirg of ¢ payouts 1o i tore), P of fund level investor _m_un_._. Further review u:nm... pasilions, 1al pesitions, di

options and E_E_..m requirements for files with MPF iﬁ_ﬁa_ﬂs, Begin process of soring out new exiemal payment gateway for Investor pagments with CBA.

Underlaking dataited rmviews of indlvidual MIF fund assets and developing asset specific strategies and plans and folding these into the evolving fund feved
sleateqy and cash Aow, This undertaken through a series of formal discussions and warkshops with the specific LW staff managing the flles. Attended a numbar of
discusgions with Tall Trees around refinance, asset capex, marketing aver the space of the wesk, Continuation of wriling up tha investor communication
docoment and detalled review of fund level day to day cashfiow position.

Continuation of process of raviews of Individual MIF fund assels and developing asset spedific simlegies and plans and Rilding these into the
evolving fund level stretegy end cash fiow; This undertaken through a series of fom and with the specific LM staff managing the files.
Conbnuaiion of writing ug the investar communlcation document and detaiied review of fund lavel dayio __mw. cashfiow position, develaping assel plans and fund
leva) strategy for usa in'Gourt and in investor communizations, manage and drive the ing of of addHicnal detalted fund materals for
court. Dealing with compiience kssues acnass the furd. Dealing with hedding / FX position and examining 3__95 on how io Te-hedge pesitions.,

Conducied a sefies of meelings fo review progress atruss MIF fund assets on an asset by asset basls with the Individual LM staff ible. Finall i
wiiting up of speciiic asset plans and fund level strategy material for use In court and Investor communications. From the progress meebngs, Bzu__n_.mn a
workshup to update and refine the fund cash fow. Review of Greystanes and Source flles with the LM staff to consider implications of the additional infarmation
eceived, General fund administration around day ta day cash ficws and paymenis. Payment volumes now approaching 30+ per day each of which require review
and sign-oit.

Work thiough FX for the fund i 10 deal with with impkcations for offshore lnvesters. Also workad thraugh
opifons te resclve the oulstanding hedge liabilites with Weslem Union. Detalled review of cashflow to determine fufure abilily to meat fortheaming payments and
{denliy cash flow stress points and ?_.a__._m issues, mn___E.E_.mp_qm DB disbt PEr amrangements and meet fulure liahBilies for drawdown on fles, Detalled legal and
commercial review of fhe complex wm__umn File ovar a sarles of workshops aver three days - the various legal lssues, legal opinions, judgements handed down,
position MIF and MPF { ] of bonds and Initiate development of an action timsline and future milestones.

Review of MIF fitnt assels wilh individual asset manager on a e by file basis over several days - comparison with asset plans, progress achiaved and resels as
appropriale, Review of fund end of month cesh flow prior to Deutscha Bank _x—:n_nm_m_& interest payments. General fund administration (payments, etc). Dealing
with addiional Tall Trees Issues scross the propeniias and with the - 5 sevenl and with the op Dealing with review
and of day to day across each of the asset files #s well s mm=wa_ fund fevel {up 10 30 pay ith detaiied suy
documentaiion reviewed and prosessed per day),
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SUPREME COURT OF QUBENSLAND

REGISTRY: Brisbane
NUMBER: 3383 of 2013

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

(ADMINISTRATORS APPOINTED)
ACN 077 208 461 IN I'TS CAPACITY AS
RESFONSIBLE ENTITY OF THE LM FIRST
MORTGAGE INCOME FUND
AND

Secomnst Resporudens: THE MEMBERS OF THE LM FIRST
MORTGAGE INCOME FUND
ARSN 082 343 288

Third Respondent: ROGER SHOTTON

Intervener: AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSTON

JOHN DAMIAN CORBETT, accountant and banking and finance consultant, care of

22 Market Street, Brisbane Queensland, states on oarh:-

1. I am a managing director of FTT Consulting {Australia) Py Lid (F11),

2 1 am a gualified accountamr, and have over 25 years' experience in
arranging and structuring large-scale financing sotutions {up to $3 billion) for ptoject
financed assets, resource projects, social and economic infrastructure transactions and

complex business operations.

e

& ¢ \_:gk
Solicitor/BarristerAustice 5 e Peace
AFFIDAVIT OF JOHN DAMIAN CORBETT Russells
Level 21
Filed on behalf of the First Respondent 300 QQueen Street
BRISBANE 4000
Form 46 Rule 431 Phone: 07 3004 8888
Fax: 07 3004 8399

ime_20130471_247 (2).doc
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3 Chief among my recent professional expesience is structuring, financial
analysis, asset valuation financial modelling, business case development, negatiation

and evaluation of:

{(a) The Clem Jonies Tunnel {$2.5 hillion):
(b} Newrcastle Coal Infrastructure Group Coal Terminal {#3 billion); and
(0) most recently, the development of an agrioytural company (Hassad

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

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

Administration of LMIM

5 [ have been engaged on the allairs of the LM First Morigage Income Fund

(LM FMI Fund), and other funds of which LM Invesiment Management Limited
(LMIM] is the responsilide entity, since Mr Park and Ms Muller were appointed as
administrators of LM Investment Management Limited on 19 March, 2013. in recent

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

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

companies that own or are developing properties in the lollowing sectors:

{a} Aged care;

{b} Commercial;

{c} ‘ Industrial;

{ch Restdenuial; and

(e} Specialised residentiai.

Sol_iiitnrlﬁmﬁmﬁh%
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7. Under Ms Muller's direction, 1 have led a team of protessional stall of FTI,
and also staff of a service company. LM Adeisistration. Pty Ltd (adsinistrators
appointed) (LM Admin) in underiaking a comprehensive strategy review of each of
the properties. including » detailed analysis of the linancial and developmena!
positions for each. That review has involved;
(a) seeking, obtaining, collating and reviewing information from the records of
the LM EMI Fund, IMIM, and LM Admin regarding:
(i} the joan and mortgage arangements (including the debt

pasition), for each property;

(i LMIM's proposals for the development of each property, as at
19 March, 2013; and
it the consequent likely value of each propenty.
( me or FTI staff alongside LM Admin staff inspecting the properties to

undersiand the physical characteristics, including any proposed
development of the property:

(c) identifying opportunities that are reasonably avaflable 1o provide value to
members of the LM FM! Fund in the short term;

(d) considering whether the development proposals for the properties were
appropriate, given development timeframes, market conditions and the
need hoth to optimise returms to members of the LM FMT Fund, and 1p ‘do
S0 as soon as reasonably pracuicable;

(e} reporiing 10 Ms Muller and discussing with her and olher senior stall of
FTI as 1o the matters mentioned above; and

{H iroplementing action as a result of decisions made.

PAGE 3
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8. It emerged soon atter FT1's appeintment that, although LMIM and LM
Admin were working from financial plans for the whole of the LM FMI Eund, there
was, in my opinion, inadequate financial avalysis of, and planiing for, the
development and performance of individual assets. 1 formed the view that,

particularly because most of the 27 loans were in defanlt on the appointment of the
administrators, this individual, detailed analysis and planning was necessary, I
discussed this with Ms Muller and she directed me to prepare a detajled analysis for
each property uaderlying each ol the 27 loans. This has heen a very subslantial wask.
It is not yet complete, espedialiy in relation to the valuation of the underlying
properties where additional specialist input is required into de velopment and property

zoning options.

9, For Lhe purposes of the administration of LMIM, in respect of the LM &m[

Fund, Ms Muller and other senior FIT swalf have also undertaking the lollowing work:

{a) analysing. considering and undersianding finandial arrangements and
structures between LMIM, LM Administration Pty Lid, the LM EMI1 Fund
and the LM Managed Performance Fund;

{bv) mecting regularly with representatives of Deutsche Bank i discuss
propased strategies to ensure Dewtschie Bank was aware of the
administrators’ plans and did not take any acifon which may be prejudicial
to members’ interests;

() considering and calculating a plan of distdbutions of capital to menibers of
the LM FMJ Pund satisfactory to Deutsche Bank. and to see its foan Yepaid

irs full as soon as pracricable.

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

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

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

members within three years.

11. 1 do not exhibit these models, because they are commercially very

sensilive, and because they very large documents.

12, On the appointment of the administrators, t also ascertained that neither
LMIM por LM Admin had obtained valuations for most of the underlying properties
for at least the two years the preceding appointment. The review that I have
underraken, in consultation with Ms Muler, has fnvolved the need 10 obtain
substantial nancial planning and ather valuation advice, and to commission
valuations of key propertics in a planned way. That is, to manage cash flow and to
plan and execute this review caréfully, we bave been identitying what we have
termed “easy wins®, and also identified the more substantial commerdal exposures -
and opportunities - for the assets LM FMI Fund. Jn that, process, the adwministtaiors

have obtained fresh valuations for over half the 27 u nderlying properties.

13. Again, 1 do not exhibit these valuations, for the same reasons that apply to

the individual and LM MIF ¥und cash flow models,

14, As a result.of that wark, | have, in consultation with Ms Muller and other
senior FT1 stalf, developed detailed suralegies for each property. Those strategies have
being prepared having regard vo:

{a) current and forecast market conditions;

PAGE 5
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{b) the likely costs and risks aésocial.ed with developing cach property yet to he
developed;

{c) the oljective of undertaking an orderly asset sale program, in a
commereially advantageous manner, to return members’ investment

capital in a timely way; and

(dj the need o realise and oplimise capital returns for members of the L PMI
Fund.

Report by Responsible Entity

15, In the course of undextaking the strategic analysis work for LM FMI Fund's

assets, 1, and 1 believe the administrators, have been very mindful of the need ro keep
members ol the fund informed of the oulcome of the work. 1 have been responsible
for the preparation of a report entitled “Report by Responsible Entity”, dated

7 lune, 2013 (the RE Report). Now produced and shown to me and marked *IhC2
is a true copy of that report. (Whereas in his affidavit 1 have refecred to “propertics”,

in that eeport I refer to “assets®.)

1a. | believe the information contained in the RE Report is true and COrrect,
based upon the information that was available for each of the assets of the LM FMmI

Fund and the analysis that has been undertaken.

%z/
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17, Al the facts and circumstances deposed to are within my own knowledge
save such as are deposed to from tnformation only and ey means of knowledge and

sources of information appear on the face of this my AHfidavit.

SWORN by JOHN DAMIAN C%RBETI‘ on 26 June, 2013 al Brishage in the presence
of: ey

= !' _— o Eace

PAGE 7

448




SUPREME COURT QF QUEENSLAND

Applicanis:

First. Respondent:

Second Respondents:

Third Respondent:

Intervener:

REGISTRY: Brisbane
NUMBHR: 3383 of 2013

RAYMOND BEDWARD BRUCE AND
VICKI PATRICIA BRUCE

AND

LM INVESTMENT MANAGEMENT LIMITED
(ADMINISTRATORS APPOINTED)

ACN 077 208 461 IN TS CAPACITY AS
RESPONSIBLE ENTITY OF THE 1M FIRST
MORTGAGE INCOME FUND

AND

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

ROGER SHOTTON

AUSTRALIAN SECURITIES & INVESTMENTS
COMMISSION

Exhibit "IDC1" to the Alfldavit of JOHN DAMIAN CORBETT sworn 26 June, 2013.

Deponent

CERTIFICATE OF EXHIBIT

Filed on behalf of the First Respondent

Form 47 Rule 435

Russells

Level 21

300 Queen Sireet
BRISBANE 4000
Phone: 07 3604 2888
Fax; Q7 3004 3899

ime_20130471_247 (2).d0c
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FTI Consuiting

22 Market Street
Brighane, QLD 4000
Austraka

Tek +61 (0)7 3225 4960
Fax: +G1 (017 3225 4899

Educsation
B.Bus Capricomnla Institute
of Advanced Education

M Bus (App Fin) University
of Technology Sydney

Certifications
MaICE

Professional
Assaolztions
Chair — Infrastructura
Association of Qld

Key Skills

¢ Evaluation and due diligence management of critical business case components of
major projects across economic and soclal infrastructure :

* Capital reviews and capital structuring of fransactions and borrowing entities
» Sirategic planning / business management

* Risk identification, assessment, allocation, mitigation and management

» Financial analysis, asset valuafions and financial modeliing

« Preparing and negotiating major project finance documentation

Prpfegsﬂinpal_ Education and Industry Associations

200813  Indfrastructure Association of  Board. Member - Current

B Quaens_lgr_:d Chairmnan
1892 University of Technology  Master of Business (Applied
Sydney _ Finance) e
1986  Capricornia Instituts of Bachelor of Business
Advanced Education . (Accountancy)
Relevant Exparlence

John has over 20 years experlence in arranging and structuring large-scale financing
solutions (§50 milion to $3 biflion) for large corporate and multinational dlients, lacal
govemment entities, state government enterprises, corporate agribusiness clients, project
financed assets, social and economic infrastruciure transactions and complex business
operations.

Johr's experience extends across retall and wholesale trade, local government financing,
cotfon production and marketing, grain, catfle and shesp preduction, manufacturing, coal
mining, waste services, alrports, ports, toll roads, gas-fired power stations, renewable

energy fransactions (wind and hydro), coal seam methane gas production and regulsted
energy transmission.

Financing Expertise

¢ Undertaken financing, corporate and local government budgetary analysis and capital
structuring, project structuring, asset valuation, sactor risk analysls, financial risk
analysis, risk mitigation strategies and financizl modslling analysis for agricuttural, local
government, manufacturing, infrastructure, mining and retailing operations over the past
24 years.

= 8 years experience in reviewing, analysing, financing and critiquing business plans and
physical operations across a varlety of carporate ($30m to $500m) agricultural inferests
extending across ifrigated.cattan, dryland grain cropping, cattte breeding and finishing,

TCAL THINKING

CRIT
AT THE CRITICAL THME"
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cattle faedlols, and shesp aperations througheut New South Wales and Queensiand.

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

Extensive experiance in reviewing and analysing the tachnical aspects of transactions
{alongside specialist independent consultants engaged to crtically anatyse individual
transactions) to determine any technical or transactional weaknesses and address these
lssties in the firancial structure to ensure ths bankability of the transacttons.

Broad Sector Expetience

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

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

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

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

Betweeon 1992 and 1988, the acquisition and development of over $600m of Irrigated
farming propertles across New South Wales and Queenstand by 3 separate overseas
investors and & separate domestic farming operations;

OQver 4 consecutive years, arranged and managed the cotton merchant financing
{including cotton and foreign exchange hedging) for around 60% of the annual
Australian cotton crop:

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

The construction and operation of the 2B0MWY Lake Bonney Wind Farm in South
Ausfralia;

Acquisition of Hobart Airport;
Bond University's acquisition of their campus from EIE Corporation;

The construction and operation af the 600MW Uranquinty gas fired peaking plant in New
Sauth Wales;

The construction and operation of the Braemar 2 gas fired peaking / Intermediate plant
in Quesnsiand;

Fully analysed and structured bid for Curragh coal ming;
Fully analysed and structured bid for Tweed River Sand Bypass PPP.

Current industry Roles and Transactional Recognition

CONSULTING

Board member (2007 — current nd, Chair of the Infrastructure Assaclation of

L)
€

feonsuliingeouk 2
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Queensland (IAQ).

« Board Member and Chair of Audit & Risk Committes (2009 - current} for Hassad
Australia Pty Ltd (a >$500m agricultural company owned by the Qatar Investment
Autherlly) .

» Authored the 1AQ’s October 2008 PPP Guidelines submission to Infrastructure Australia.

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

+ Co-winner, 2006 AsiaMoney Project Finance Deal of the Year for the Lake Bon ney Wind
Farm transaction.

» Runmer-up for the 2005 ALB Law Awards Project Finance Deal of the Year for the
Braemar Power Siation transaction.

Agribusiness and Agriculture Experience

* Broad agriculture and agribusiness sector éxperience:
* Livesteck (cattle, sheep)
+ Intensive livestock (cattle feedlots, pouttry) .

* Processing (catile, sheep and pig abattoirs, pouliry processing, cotton ginning, dairy
processing, foed precessing)

*  Dryland cropping (coarse grains, cotton, sugar)

« lrigated cropping (coarss gralns, cotton, sugar)

*  Commodity merketing (grains and cotton)

* 4 yeers running the ANZ corparate agricuiturs portfolio far NSW which covered sheep
producers, cattle praducers, grain cropping, cotton producers (dryland and irrigated),

sheep abattoirs, catle abattirs, cotton ginning, cotton marketing, grain marketing,
poultry processing & production and diary processing;

» 4 years running the ANZ Qid Corporate portfolic which included s exposures as lead
financier to North Australian Pastoral Company, Kiicoy Pastoral, Golden Circle,
Bundaberg Sugar, KR Darling Downs, Norco, Wailace Logan and other major beef
producers);

» Development of the business plan for and current Diractor of Hassad Australia Pty Ltd —
a >$500m agricuitural company wholly owned by the Qatar Investment Authority
operating sheep breeding and dryland cropping properties across ali mainland stafes in
Australia. In 2013, Hassad Australia is set to become the largest sheap producer and
top 4 grain producer in Australia.
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ACN 077 208 461 IN ITS CAPACITY AS
RESPONSIBLE ENTITY OF THE LM FIRST
MORYGAGH INCOME FUND

AND
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7 June 2013
Our Raf: RCL_BOT4Ar17 (FMIF) Caver Lir.docx

CIRCULAR TQ INVESTORS N THE LM FIRST MORTGAGE INCOME FUND AND FEEDER FUNDS

Dear Sir/Madam
RE: LM Investment Management Limited (Administrators Appointed) ACN 07T 208 461 {*LMIM™)

I refer to the appointmertt of John Park and me as jolnt and seversl Administratots of LMIM an
19 March 2013 pursuant to resolution of LMIM board of directors.

Please find *enclosed a Circular to the Investors in the LM First Mortgage Income Fund (“FMIF")
and the feeder funds to the FMIF, namely the Currancy Protacted Australlan Ihcome Fund and
the Institutional Currency Protected Australian Income Fund.

Contact Detalls
Investors are able to obtaln furthar information as follows:
1. Regular updates will be provided on the LMIM voluntary adiministration website

tientad trati ); or

2. You can send ah email to mal@imaustralia.coim.

Yours faithfuliy
FTl Consulting

G

Ginette Muiler
Valuntary Administrator

*Encl.

FTi Corsuliing (Australia) Pty timited
ABN 45 160 397 811 | AUM 180 387 HLL
22 Mimel Steel | Brishane QLD 400G | Austially
Ppaiat Addreas | GPQ Bex 3127 | Brishane QLG 4001, | Austaiia
FELICIT 2225 4600 mazin | +6L{0T 3225 4958 fax | ttioonsufting-asis.¢om

Liabllity Bimsted iy & soheme spproved undse Professional Stendares Legislaten
7
e
e -
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CRITICAL THINKING AT THE CRITICAL TIME™

LM Investment Management Ltd

{Administrators Appointed)
ACN O77 208 461
As Responsibie Entity of LM First Mortgage Income Fund and Feeder Funds

Report by Responsible Entity

7 June 2013

FTl Consulting

GPO Box 3127

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

www.fticonsulting-asia.com
Liabifity limited by a scheme approved under Professional Standards Legistation
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Purposes

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

(a) the work that has been underiaken as at the dats of this report, in the administration of LM
tnvestment Management Limited (Administrators Appointed) (LMIM), In relation 1o the FMIF; and

{b) the financial position of the FIVIF, particularly by reference to It assets.

This report may be used by Reciplents in connection with thelr investment in the FMIF or for the purpose of
advising of taking instructions from clients who are Investors i the FMIF,

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

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

By accepting a copy of this report, each Recipient agrees 1o use the report solely for the purposes, and in
accordance with the conditions, set out above.

Please note, consistent with the abligations imposed by Principal 2 (Use and Disclosure) of the National
Privacy Principles, confidential borrower information inciuding borrower identitiss, joan valuss and
realisable asset values have not been disclosed within this report,
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1 Executive Summary

1.1  Administrators Appointed
LM Invesiment Management Limited (Administrators Appointed) ACN 077 208 481 {'LMIM"), the
Responsible Entity of the LM First Mortgage Income Fund {the 'Fund' or ‘FMIF'} appointed John

Park and Ginette Muller as Voluntary Administrators of the Responsible Entity on
19 March, 2013.

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

1.2 The Portfolio Management Team

The Administrators recognised at the outsst the importance of quickly essembling a balanced
and experienced team who have a sole focus on the assets in the Funds (including FMIF. The
Administrators have sssembled a small dedicated and experienced team 1o overseg the
management of the Fund assets and provide additional expertise into the development and
execution of asset strategies. Existing LMIM staff, with the requisite skills and knowledge, has
also been retained by the Administrators to continue to manage the Fund’s assets. The two
teams have been working very closely together for the iast two months to review all assets and to
identify avenues to maximise the returns to investors.

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

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

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

The team overseeing the LMIM team forms the core resoutce group for managing the FMIF
assets. This team is supported by outside expertise for specific technicat, legal and commergial
reviews in addition to the market assessments and valuations if and when required.

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

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

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

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

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

We would Itke to assure investors that the Responsible Entity is working to maximise the capital

return of the fund in a timely manner and trust tha‘c this comprehensive fund updste will provide
further comfort in this regard.

2 Fund Level Administration Update

2.1 Fund Qverview

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

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

of completed, partially completed and
development sites - complete projects where
appropriate; marketing and saie of completed
sseis and assessment of options for

devslopment sites,

*Porcentages hased on FMIF loan balance as at 31/12/2012

 Portfolio Asset Type - April 2013

» Aged Care

= Commercial
® Industrial

» Residential

+ Specialised
Residential

As can he seen, the po&folio has a very heavy exposure 1o the aged care asset sector with all of
the related projects in various stages of pianning or development.

(43
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2.2  Comprehensive Asset Sirategy Review

This review has been conducted to ensure that 3 thorough approach Is being adopted across all
assets to identify Issues and Impediments to maximising vafue in a timely manner. In addition, it
also allows the Responsible Entity to confidently deliver to the twofold primary objectives of

returning investors’ investment capital as quickly as commercially feasible, and also 1o maximise
the returns 1o investors.

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

Verified the current status of all assets to understand issues that may be impacting value or

delaying the realisation process in order to directly and swiftly address gll asset detetioration
issues:

Validated ownership and lending structﬁres and identified stakeholders:

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

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

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

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

o Identify all options to maximise value;

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

o Develop individual strategic ptans for each asset;
o |dentify and quanify risk issues:
o Develop defined process steps for action and mon ltoring;

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

o The Responsible Entity's strategy supports the avoidance of a fire sale.

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

= Constant ongoing refinement and monitoring of asset jevel strategic plans and financial
assessments;

» Take action on the identified Quick Wins; and
* Take action to rezone identified assets in order 1o improve valus.

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

. Maxfrnising the returns to investors from asset divestments;
» ldentifying and securing opportunities to minimise costs;

* Providing for the full repayment of the Deutsche Bank facility In June, 2014
{facitity maturity); snd

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

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

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

* The methodologies being adapted fo stabilise assets where issues are apparent; and

» The review of the existing asset strategies to identify and progress aiternate asset strategles
that have the potentiat to further improve value without undue rigk,

All of these efforts of the dedicated Responsible Entity asset team are directed towards seeking
to enhance investor valus through either improvements in asset values, faster retum of capital to
investors or reductions in FMIF costs. As such, we will continue to provide comprehensive
updates of the portfolio and will be endeavouring to enhance the total porifolio return beyond
that currently indicaited through our early stage assessments.
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24  The Asset Valuation Process

Whilst the asset valuations were considered and updated as a part of the review autlined above,
limitations encountered have meant that there are still qualifications to & definitive valuation of
the Fund at this stage. Those limitations are as follows:

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

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

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

However, the Responsible Entity would Sike to highlight the following:

e Development loans are being assessed on both an “as is” basis and “as if complete”
basis; and

* Anumber of these development loans are in default and a current independent review of
asset values is required.

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

valuation information as quickly as is feasible, whilst being cognisant of the need to present
realigtic and verifiable data.

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

2.5  BIS Shrapne! Report

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

26 Minimising FMIF Costs
The Administrators’ have implemented a comprehensive opetational system since the date of
their appointment that addresses pre-existing gaps in financial contrals, including cash flow
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modelling at the Individual asset / loan book level, With the introduction of controlier level
budgets and cash flow modelling, the Responsible Entity is now able to better cantrol and identify
avenues to reduce asset holding costs. This, togsther with comprehensive control systems to
monitor expenses, will Substantially assist the Responsible Entity in our objective to maintain
tight cost controls and cost reductions across the FMIF portfalio.

2.7 Hardship Payments

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

2.8  Distribution of Capital to Investors

We are cognisant of the desire for investors to receive regular capital distribetions as the FMIF ig
wound down. To this end, we are expecting that after the June capital distribution is processed
there will be a further distribution In early August and thereafier, capitat Is expected to be
distributed to investors on a qua rterly basis, subject to cash flows, as the wind down progresses,

29  lune, 2013 Capital Distributions to Investors

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

s CPAIF- $1,056,318.30

s ICPAIF - $81,832.71

= WFMIF - $844,695.05

e Other FMIF investors - $2,287,844.39

Members should be aware that the consent of Deutsche Bank was necessary before this
distribution was allowed. We were pleased 1o advise that we have gained that consent.

.w"/ f,/'
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We remind WFMIF investors that Tritogy will be responsible for distributing the capital payment. it
receives to the underlying investors in that fund. We note that LVIM had previously paid g

capital distribution of approximately $1.7million from FMIF to the WFMIF at the beginning of
March, 2013,

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

2.10 Repayment of Deutsche Bank Facility

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

The Responsibie Entity beliaves that the Deutsche Bank facility is an expensive facility, therafore,
we investigated a.course of action which would prioritise repayment of this facility over any
capital returns to investors. However, after careful review of the terms of the facility, it became
apparent that early repayment would incur additional costs resufting In & conclusion that early
repayment is not a financially viable or financially responsible option for FMIF. Accordingly the

facility repayment is proposed to occur in full as originally planned at the maturity date of
30 June, 2014,

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

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

The Yoluntary Administrators maintain a close dialogue with Deutsche Bank i ensure they
remain fully informed and comfortable with the ongoing operations of this facility, The Deutsche

Bank facitity is in place o 30 funs, 2014, with an option to further extend to 30 Juna, 2015, if
required.

2.11  Foreign Currency and Hedging

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

We should highlight that the quantum of losses from the cancellation and reinstatement of the
forelgn exchange hedges are not substantial - we estimate that the losses will be between
0% - 2% (depending upon the currency cancerned R

2.12 Update Your Payment Details
If you have recently changed your bank details it is important that you please compiete the form

available on the FAQ page of the www.iminvestmentadministration.com website and email the
completed form to investmentservices®| Ma ustralia.com as soon.as practicable.

2.13 Income Catch-up for Relevant Investors

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

3 Comprehensive Portfolio Status Update

3.1 FMIF Portfolio - Achisvements to Date

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

3.1.1 Addressing Asset Deterioration

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

A partially compieted Industrial development - this asset saw construction commence in 2009
which then hakted in 2010 following cost, certification and contractual issues. | hvestigations by
independent experts were undertaken through 2011 and into 2012 that higﬁlighted FMIF had a
vaild legal claim. A review by senior counsal concluded FMIF had a strong case that could be
brought against parties for professionat negligence which [s expected 1o retumn in excess of $2m
to FMIF. The claim was to have been progressed at the time of the Administrators’ appointment
and with only 2 months before the time limit for action expires, the Responsible Entity is now
urgently progressing this,

A completed residential project with major defects - whilst the defects wers recoghised, Jittls
definitive action had been undertaken In determining how FMIF could either resalve the defects
or identify an exit strategy. This asset has continued to physically deteriorate over the past

11
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couple of years. The asset is a cash-drain on FMIF as revenue does not cover the basic asset
holding costs (rates, taxes, stc). The Responsible Entity is now quickly working to identify the
most appropriate exit strategy for the asset and has received formal detailed submissions from
external parties on this In the past wesk.

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

3.1.2 Maximising Value

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

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

Land rich projects being progressed with an aged care (loan/lease model) sales strategy - there
are a number of aged care projects across the FMIF portfolio and these comprise a substantial
portlon of the portfolio’s value. For some assets, these aged care strategies are likely 1o be the
most appropriate strategies to maximise value (given their location, project size or current tevel
of development}, but there are other projects which are large sites and the fisks and timeframes
1o develop out these projects as presently conceived are very substantizl. A number of these
have the potentiai to be restructured and progressed more efficiently with substantially reduced

“fisk as predominantly traditional residential land projects (also consistent with their zoning).
These are presently receiving high priority for assessment and ahalysis with independent expert
reports already commissioned and now coming to hand. In at least one instance, there is also
potential to progress higher density zoning approvals as part of the residential focus which
affords significant opporiunity to snhance values from where they presently stand.

3.1.3 Quick Wins

There are a number of instances where the Responsible Entity has Identified opportunities for
timely asset realisations whilst aiso maintaining asset value {referred hersin as “Quick Wins").
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The benefit of identifying Quick Wins is to increase the speed of refurning capital to investors
through the reaiisation of stagnant secutity where it is not of benefit to investors to delay their
tealisation. Same of these have already been covered above, but other relevant examples
include:

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

A fully completed strata-titled commerolal praject Int an east coast oapital oity - This project was
completed in 2007. To date only 26% of the commerciat units have been sold and the project
has a stalied sales strategy. The market for this product Is sound and the project required urgent
strategic attention In order to revise and recommence the marketing campaign. This is presently
recelving attention in order to unlock proceeds which could amount to between $12m to $15m.

3.2  Asset Portfolic Overview as of 24 May, 2013

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

Based on the existing asset level strategies, ahout one third of the assets would require between
4 and 6 years to be fully realised. This is obviously tco long a delivery timeframe as It introduces
significant risks and additional costs in delivering these outcomes. Accord ingly, the Responsible
Enfity is driving to ensure that the updated asset strategles developed are still capable of
delivering sound value upside compared to & current “as is” value, but within acceptable
timeframes.

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

Even as a heavily worked value accretive strategy, the Responsible Entity acknowledges that this
Is a poor outcome for investors and is reflective of the assets in the portfolio where most of these
are failed borrowers / failed developments and are held by FMIF as morigagee in possession,

For a number of assets, there-is limited substantial upside to their “as I1s” valuss and for those
T
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that the Responsible Entity has identified with value accretive options, these arg limited by

underlying asset issuies or market issues.

We will continue to assess options to further enhance values as we progress with the asset
reviews and as additional information comes to hand. It is too eatly in the process to inglude into
the portfolio essessment potential outcomes such as a successful rezoning of a fand subdivision

or the like and this may have future positive benefit to the valuation of the FMIE.

The following table presents an aggregate view of the assets types and potential strategles that

the Responsible Entity wouid employ over a two year period for each asset type.

Mainly completed or partially completed projects -
focys is to resolve issues, develop marketing
g and progress to sale:

{ Residentlal M mpletad, partially comple
development sites — complete projects where
approptiate; marketing and sale of completed

assets and assessment of options for development

*Percentages based on FMIF loan balance as at 31/12/2012

Portfolio Asset Type - April 2013

= Aged Care
= Commercial
 industrial

2 Residential

+ Specialised
Residential
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As can be seen, the portfoiio has a very heavy éxposure to the aged care asset sactor with all of
the related projects in various stages of planning or development.
The map below demonstrates that FMIF comprises a diverse portfolle of assets across Australla,

Weslem
Australia

3 ¥ = locationof EMIF Assets

e

3.3  Portfolio by Property Segment

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

3.3.1 Aged Care / Retirement,

FMIF is mortgagee in possession for most of these assets as the original developers have
defaulted and FMIF has exercised its rights as first mortgagee. As a result, FMIF is now acting as
.the developer and is seaking to maximise the returns through completion of the projects. The
1able averleaf presents a brief overview of the individual assets:

15
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Retirement

Restructure balance of project into residential developmeant sites
and sell down.

ngd Care /
' Retirement

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

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

The Responsible Entity's review of these assets has Indicated the potential for a negatrve
variation to the current FMIF loan book value. This Is due primarily to:

s Current strategies are generally to build out and sell these assets over extended
(4 to & year) imeframes; /_a,n%,
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* Current significant monthly operating losses in these under-developed assets,

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

The Responsible Entity has been undertaking substantial work to identify and develop options
that will enhance the value of these assets for FMIF investors within a more appropriate {2 year)
timeframs. The over-fiding criterion the Responsibie Entity has set is to identify strategies that

both reduce the risk and reduce the timslines in progressing with selected value enhancement
sirategies.

3.3.2 Commercial

For the 3 commercial aseets listed below, FMIF is mortgagee in possession or in the process of
moving to mortgagee in possession. Al three assets are in the process of selling down. Two
assets are expscted to be fully sold by end 2013. The third asset has substantiai remaining
stock to sell but has atiracted Htle market interest for over a year at current prices and

marketing approach. This is presently receiving attention by the Responsible Entity as described
later in this report.

Possesslon

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

3.3.3 Industrial

For the industrial assets listed helow, FMIF Is mortgagee in possession of in the process of
moving to mortgages in possession across all four assets, Of the two developed assets, one ig
expected to be fully sold by the third quarter of 2013 and the other has been recently
unsuccessfully marketed as there are contractual structures in place that make the asset

unattractive to third parties - this is receiving further attention by the Responsible Entity to
identify passible resolutions.

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

The final asset Is a stalled deveiopment project that requires a strategy to hboth resolve
commercial / litigation Issues that could be benefictal for FMIF vestors and identify the best
path forward to maximise the asset value for FMIF investors. This is receiving high priority by the
Responsible Entity given time limitations around potential litigation,

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

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

AssetType  Mortgagee In " Potentlal Strstegy - Overview

‘Residential

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

Of the remaining six assets, there are thres relatively significant assets in this component of the
portfolio a3 follows;

1. Acompleted residential project that is in the process of selling down;
2. Astailed residential development project; and
3. Aresidential land development project.
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The remaining three assets are smali and all in the process of selling down, albeit with losses
expected against their cutstanding loan balances,

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

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

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

3.3.5 Specialised Residential

FMIF Is mortgagee In possession for both assets and they have been held by the fund for some
time. Both assets are in poorly performing local real estate markets which limits options for
divestment. Each asset also has significant holding costs which are not covered by Income
streams. One asset also has construction guality lssues which are impeding potentlial
divestment.

-As_setType'-"-"'Mdrt"g'a'geeﬁln"' T T Potentlal Strategy - Overview

Possesslo

very shallow market for lndlwdual sales

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

3.4  Porifolio Guidance

in our analysis of the assets, we have been reviewing the underlying values / valuations of these
assets. Given present market conditions, a number of the valuations are out-dated and new
valuations are being sought as part of our assessment process. However, following further
analysis and review overseen by the Administrators, it was identified that that there are a number
of assets where the provisioned loan values (i.e. the current FMIF hook values) are stilt higher
than a reasonable assessment of current valuation would suggest and further asset write-downs

can be expected. This is the cage with the agad care component of the porifolio due to a number
of factors including:

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

¢ Inclusion in the previous valuation assessment of 2 business value to the opsrating business
when the asset reaches completion - this value is uncertain and would not be achieved for
between 4 and 7 yoars (depending on the asset and its present state of development) as so
would be discounied in an “as is” value; and

* In some cases, the assets ate incurring substantial monthly operating losses which would be
reflected in an ‘as is’ value. These operating losees cannot be significantly reduced due 1o
legislative requirements around their operations as aged care facilities.

The other asset category whers there may ba a significant diminution in vaiue when considered
on an “as is" basis s the specialised residential portfolio. This Is due to the natura of the assets
(resort style assets), the state of the local real estate markets and also significant site specific
issues around location, bullding defects and resort periormance.

Other assets where there will be notable value diminution include:

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

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

¢ A completed capital city commercial development where there has been limited demand for
the completed asset with only 25% sold in 6 years. There are lssues with end valuation /
prices sought in the market and hence a very low level of compieted sales to date togsther
with ongolng retention costs {maintenance, rates, land 1ax, etc) necessitaiing a more
conservative approach to es
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3.5 Process Enhancements

Since the appointment of the Voluntary Administrators, the specialist team has undertaken an
extensive review of the FMIF portfolle and also the underlying processes and procedures in
managing that porifolio. This review has introduced & range of control processes that wera either
non-existent or under-deveioped. In addition to this, the taam has strengthened a number of
other processes in the assessment of credit risks and ma nagsment of the assats.

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

The Administrators’ identified a significant gap in financlal conirol which included cash flow
modelling at the asset / loan book ievel. The Administrators’ have since instigated the
introduction of controller level budgsts and cash flow modelling to build a fund level cash flow
model. This model has also been an invaluable contribution in determining future asset

strategies through the analysis of holding costs versus realization mode! o ensure that investor
returns are maximized.

The processes now in place include:

3.5.1 Strategic Review of Assets

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

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

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

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

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

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

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

o Development of a “whole of fund® cash flow medel for the FMIF - This mode! has been
developed by the Administrators’ and provides for the consolidation of the cash flows of
each asset (once its strategy s finalised) together with afl other fund cash inflows and
ouiflows to be consolidated. This model aliows the ongolng management and assessment
of performanca as the team works towards maximising the returns on assets and returning
of capital to FMIF investors.

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

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

These processes allows for the combined the Responsible Entity to fully manage the- portfolio
with the over-riding aim of maximising the return of capital to FMIF investors in the most time
effisient and cost efficient manner. In assessing strategy, these processes aliows for effective
fisk adjusted discounted cash flow analysis of outcomes to ensurs that all risk issues are
apprapriately considered and Included inta the decision making.

3.6  Risk identification and Quantification
Rigk identification and quantification is an area of particular focus that the Responsible Entity is
in the process of assessing with regards to the implementation of asset strategies. This will be

-
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an ongoing protess and involves utilising a similar methodology to that of a credit risk
assessment and monitoring department in a major Australian bank. Such a methodology
considers:

* Theasset strategy timelines / duration and risk elements this introduces to asset outcomes:
* Real estate market / value risk;

+ Counterparty rigks (e.g. canstruction contractors / project partners);

» Planning and zoning risks;

¢ Construction risks {time, cost, quality); and

e Environmental risks.

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

3.7  FMIF Portfolio — Next Steps

3.7.1 Completion of Strategic Plans and Financial Assessments

Whiist the Responsible Entity is well advanced on the strategic plans and financial assessments
for the assets in the FMIF, there is still much 1o do to complete this process. In many cases, wa
are still to receive additional information sought from varlous external parties as well as
refinements to the financlal modelling and cash flow analysis. There is a separate financial
model for each asset which then fesds into the total FMIF portfolic model as well as 3
sophisticated costs / budgeting / monitoring model.

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

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

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

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

3.7.3 Progress Development of Identified Assets

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

What we are seeking to achieve with the strategies being developed is to ensure that we considar
the pathway to deliver the best outeomes for investors after considering all options and balancing
fisk and returns with also a strong focus on the time to deiiver outcomes. In a number of
instances, there are substantial “value gaps" between what an asset owes investors (original
loan balance plus capitalised interest) and what the asset is presently vaiued at “as is". Where
an option presents an appropriate balance between risk assessment and potential value uplift,
we wlil laok to progress that optfon in order to close as muchas possible this value gap.

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

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

* Longer timeframes Increases the potential for uncontrollable / unforseen risk eiements {e.g.
potential for commodity prices, currency instability, overseas government debt lssues or the
like) impacting on the domestic economy;

s Deiays the return of capital to investors; and

» Unnecessary increases in the costs incutred through continued charging of management
fees to the fund as long term projects are worked through.
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3.7.4 Progress with Rezoning of Identified Assets

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

4 Conclusion

In moving forward on the FMIF asséts, the Responsible Entity has assembled a team with
substantial experience in the development of real estate assets, financing, negotiating
commercial arrangements and working through legal and financial issues and is applying sound
methodologies in working through the options to progress with asset development. The
Responsible Entity has talten great.care to ensure that the team they have assembled to manage
these FMIF assets have the requisite skills to undertake this task and also have a sole focus to
this task. This ensures that the combined Responsibfe Entity is committed to achleving the best
outcome for investors In seeking commercially balanced opportunities io develop out or
otherwise transform assets (through rezoning or the like). The Responsible Entity’s objective is to
wind down the fund in a commercially responsible manner, balancing risk and time with expected
outcomes 10 ensure that the portfolio returns can be largely delivered in a progressive manner
aver the next two years. We will keep investors informed through detailed, quarterly updates and
with other communications that may ke warranted from time to time.

Dated: 7 June 2013
FTi COI‘IBI.IIIII‘IE

aliks Mulle
Voluntary Adminlstrator
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ﬁ CONSULTING

12 March 2014
Our Ref: GOK_89741103.do¢

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

GPO Box 9988

SYDNEY NSW 2001

Dear Sirs

RE: LM Investment Management Limited (In Liquidation) (Recelvers and Manager Appointed) (the
Company) ACN Q77 208 461

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

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

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

» Category 1 - Remuneration and expenses Incurred for tasks specific to the LM FMIF (not
inctuding tasks relating to the LM FMIF controllerships which have been included as separate
category 3);

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

o LMFMIF;
o LM Australian Income Fund;
o LM Cash Performance Fund;

FTi Consulting (Australia) Pty Limited
ABN 48 160 397 811 | ACN 160 397 811
Level 9, Corporate Centre One | 2 Corporate Court | Bundall QLD 4217 | Austrafta
Postal Address | PO Box 8965 | GCMC GLD 9726 | Australia
+61.(0)7.5630.5222 main | +61.{0)7.5630.5299 rm | fticonsulting-asia.com

Liability limited by a scheme approved under Professional Standards Legisistion.
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o LM Australian Structured Products Fund; and
o LM Managed Performance Fund (for period to 12 April 2013).

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

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

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

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

Yours faithfully
FTI Consulting

John Park
Liquidator

*Encl.

fiE.T I’
CONSULTING
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Typical classification

F T

CONSULTING

ITM

FTl Consulting Standard Rates effective 1 January 2016

$/hour

(excluding GST)

General guide to classifications

Senior Managing Director

625

Registered/Official Liquidator and/or Trustee, with specialist skiils and extensive experience in all
forms of insolvency administrations. Alternatively, has proven leadership experience in business or
industry, bringing specialist expertise and knowledge to the administration.

Managing Director

575

Specialist skills brought to the administration. Extensive experience in managing large, complex
engagements at a very senior level over many years. Can deputise for the appointes. May also be a
Registered/Official Liquidator and/or Trustee. Alternatively, has extenslve leadership/senior
management experience in business or industry,

Sanior Director

565

Extensive experlence in managing large, complex engagements at a very senior level over many
years. Can deputise for the appointee, where required. May also be a Registered/Official Liguidator
and/or Trustee or have experience sufficient to support an application to become registered.
Alternatively, has significant senior managerment experience in business or industry, with specialist
skills and/or qualifications.

Director

510

Significant experience across all types of administrations. Strong technical and commercial skills.
Has primary conduct of small to large administrations, controlling a team of professionals,
Answerable to the appointee, but otherwise responsibie for all aspects of the administration.
Alternatively, has significant senior management experience In business or industry, with specilalist
skills and/or qualifications.

Senior Consultant 2

425

Typically an ARITA professional member, Well developed technical and commercial skills. Has
experlence in complex matters and has conduct of small to medium administrations, supervising a
small team of professionals. Assists planning and control of medium to larger administrations.

Senior Consultant 1

370

Assists with the planning and contral of small to medium administrations, May have the conduct of
minor administrations, Can supervise staff. Has experience performing more difficult tasks on
larger administrations.

Consultant 2

350

Typically ICAA qualified {or similar). Required to control the tasks on small administrations and is
responsible for assisting with tasks on medium to large administrations.

Consultant 1

305

Qualified accountant with several years experience. Required to assist with day-to-day tasks under
the supervision of senior staff.

Associate 2

275

Typically a qualified accountant. Required to assist with day-to-day tasks under the supervision of
senior staff.

Associate 1

255

Typically a university undergraduate or graduate, Required to assist with day-to-day tasks under the
supervision of senior staff.

Junijor Associate

180

Undergraduate in the latter stage of their university degree.

Administration 2

180

Well developed administrative skills with significant experience supporting professional staff,
including superior knowledge of software packages, personal assistance work and/or office
management. May also have approptiate bookkeeping or similar skills.

Junior Accountant

145

Undergraduate in the early stage of thelr university degree.

Administration 1

145

Has appropriate skills and experience to support professional staff in an administrative capeacity.

The FTI Consulting Standard Rates above apply to the Corporate Finance/Restructuring practice and are subject to review at 1 January each year.
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ﬁF’ T I
CONSULTING

FTI Consalting Standard Rates effective 1 April 2014

(excluding GST)

Typical Sydney Perth General guide to classifications
classification $/hour Melbourne
-| Brishane
Gold Coast
$/hour

Senior Managing 625 600 Registered/Official Liquidator and/or Trustee, with specialist skills and extensive

Director experience in all forms of insolvency administrations. Alternativaly, has proven leadership
experience in business or industry, bringing specialist expertise and knowledge to the
administration.

Managing Director 580 570 Specialist skills brought to the administration. Extensive exparience in managing large,
complex engagements at a very senior level over many years. Can deputise for the
appointee. May also be a Registered/Official Liquidator and/or Trustee. Alternatively, has
extensive leadership/senior management experience in business or industry.

Senior Director 570 560 BExtensive experience in managing large, complex engagements at a very senior level over
many yaars. Can deputise for the appointee, where required. May zlso be a
Registered/Official Liquidator and/or Trustee or have experience sufficient to support an
application to become registered. Altematively, has significant senior management
experience in business or industry, with specialist skills and/or qualifications.

Director 510 510 Significant experience across all types of administrations, Strong technical and
commercial skills, Has primary conduct of small to large administrations, controlling a
team of professionals, Answerable to the appointes, but otherwise responsibie for all
aspects of the administration. Alternatively, has significant senior management
experience in business or industry, with specialist skills and/or qualifications.

Senior Consultant 2 440 415 Typically an ARITA professional member. Well developed technical and commercial skills.

: Has experience in complex matters and has conduct of small to medium administrations,
supervising a small team of professionals. Assists planning and control of medium to
larger administrations.

Senior Consultant 1 380 360 Assists with the planning and coniroi of small to medium administrations. May have the
conduct of minor administrations. Can supervise staff, Has experience performing more
difficuit tasks on larger administrations.

Consultant 2 360 340 Typically ICAA qualified (or similar). Required to control the tasks on small administrations
and is responsible for assisting with tasks on mediumn to large administrations.

Consultant 1 315 300 Qualified accountant with several years experience. Required to assist with day-to-day
tasks under the supervision of senior staff,

Associate 2 280 270 Typically a qualified accountant, Required to assist with day-to-day tasks under the
supervision of senior staff.

Associate 1 260 250 Typically a university undergraduate or graduate. Required to assist with day-to-day tasks
under the supervision of senior staff.

Junior Associate 185 175 Undergraduate in the latter stage of their university degree.

Administration 2 185 175 Well developed administrative skills with significant experience supporting professional
staff, including superior knowledge of software packages, personal assistance work
and/or office management. May also have appropriate bookkeeping of similar skills.

Junior Accountant 155 - 135 Undergraduate in the sarly stage of their university degree.

Administration 1 155 135 Has appropriate skills and experience to support professional staff in an administrative
capacity,

The FTl Consulting Standard Rates above apply to the Corporate Finance/Restructuring practice and are subject to review at 1January each year.
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FTl Consulting Standard Rates effective 1 October 2012

Excluding GST

Classification

$/hour

Guide to Level of Experience

Senior Managing Director

975

Registered/Official Liquidator andfor Trustee. Specialist skills brought
to the administration. Generally in excess of 10 years experience.

Managing Director

550

Specialist skills brought to the administration. Generally in excess of
10 years experience. Answerable to the appointee, but otherwise
responsible for all aspects of a small to large administration.

Director 2

545

More than 8 years insolvency experience or equivalent. Answerable to
the appointee, but otherwise responsible for all aspects of a small to
large administration. May also be Registered/Official Liquidator and/or
Trustee or have experience sufficient to support an application to
become a Registered/Official Liquidator or Trustee.

Director 1

485

5-8 years insolvency éxperience or equivalent. Well developed
technical and commercial skills. Will have conduct of smalt to large
administrations and experience in control of a medium to large team of
staff.

Manager 2

395

4-6 years insolvency experience or equivalent. Will have conduct of
minor administrations and experience in control of a small to medium
team of staff. Assists planning and control of medium o larger
administrations.

Manager 1

345

3-4 years insolvency experience or equivalent. Assists planning and
control of small to medium administrations as well as performing some
of the more difficult tasks on larger administrations.

Senior Accountant 2

325

2-3 years insolvency experience or equivalent. Required to control the
tasks on small administrations and is responsible for assisting tasks on
medium to large administrations.

Senior Accountant 1

285

Graduate with 1-2 year insolvency experience or equivalent. Required
to assist in day-to-day tasks under supervision of more senior staff.

Accountant

235

Undergraduate or graduate with 0-1 year insolvency experience or
equivalent. Required to assist in day-to-day tasks under supervision of
more senior staff.

Administration

130

Administrative work including superior knowledge of software

packages, personal assistance work, high speed and accurate data
entry. Appropriate skills, including books and records management
and accounts processing particular o the administration including
filing. Appropriate software and data processing skills necessary to
record banking and accounting information.

The FTI Consulting Standard Rates are subject to review and a
market conditions and rates for comparable insolvency firms. S

djustment at 1 July each year to reflect changes in the cost base of the firm and changes in
ubject to market conditions, the FTI Consulling Standard Rates witl be adjusted upward at 1

July each year to refiect the change in the cost of living index as determined by reference to a broad based cost of living index. The increase will nat be less
than the increase in the Consumer Price Index and not greater than the annual increase in the latest avallsble published Mercer Human Resource
Consulting Cost of Living Survey index {or equivalent index).
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14 Necessary and Proper Remuneration

Principle 10: A Practitioner is entitled to claim Remuneration and
Disbursements, in respect of necessary work, properly performed in
an Administration.

A Practitioner’s right to be paid is recognised under the legislation and at general law and is given
a high priority of payment from the Insolvent's funds.

The entitlement to Remuneration exists only in respect of work done that was necessary and was
properly performed,

14.1 Necessary Work

A Practitioner is entitled to Remuneration only in respect of work done that was necessary for the
Administration. The term ‘necessary means work that was:

+ connected with the Administration; and
+ done in furtherance of the exercise of the powers and performance of the duties of a
Practitioner as required by the Legislation, Code and applicable professional standards.

Sl it o i L S0 £

The examination of claims for Remuneration will necessarily be made with the benefit of hindsight.
However a Practitioner may claim for work that may not have produced a positive outcome
provided there was a proper exercise of professional judgment in the Practitioner deciding to do
the work at the time the work was undertaken. Refer to section 18.2 for guidance on work papers
and maintenance of Administration files.

Once that is established, the work will remain “necessary for the purposes of a Remuneration
claim, even if subsequent events show that the work was not necessary.

Before a decision is made fo claim for Remuneration, the Practitioner must ensure that work that
was done, by him or herself, or by staff members, was necessary.
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14.2  Properly performed

In order to claim Remuneration for necessary work, the Practitioner will need to establish that the
work was properly performed.

Work done poorly, or, at worst, improperly and needing to be reworked should nat be charged.

5

Creditors are entitled to expect that Administration funds are not expended on work that was not
properly performed. '

All time spent for necessary work properly performed should be recorded against the
Appointment using an appropriate system.

Before claiming Remuneration, the Practitioner must identify any work and time that should not be
claimed.

The Remuneration requirements of the Code for work that is necessary and property performed
are consistent with, or impose a higher standard than, the Legislation.

Prior approval of fees does not remove the obligation to establish that the work was necessary and
properly performed. The mere approval does not give the right to draw Remuneration if the work
was not necessary or was not properly done.

14.3  Deciding what work to undertake

The Practitioner should exercise professional and commercial judgment in considering whether
work is to be performed. Clearly, work that improves the return for creditors should be
undertaken.
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Not all work is associated with directly seeking a return for creditors. Many of the general
statutory tasks of a Practitioner - for example in reporting to creditors, lodging documents with
ASIC, and maintaining accounts - are properly performed and charged even though the
Remuneration charged will not produce a financial return and will reduce the funds available for
distribution.

In a liquidation, a Practitioner is not obliged to do work unless there are funds available for their
Remuneration, except for certain statutory tasks that must be undertaken regardless of available
funds. Practitioners should have regard to any assistance that may be available from the
Regulators.

14.4  Outsourcing

A Practitioner may outsource work subject to the restrictions on delegation [e.g. decision making
and exercise of judgment remain the Practitioner's responsibility and cannat be delegated or
outsourced). '

The decision to outsource is a matter of commercial judgment for the Practitioner, based on such
considerations as:

= geography and location (the business may have its operations spread throughout the country
and it may be commercially necessary to appaint local agents to deal with particular tasks);
time constraints; or

* costs considerations [the external source may be able to attend to an urgent task quickly, or
more cheaply).

If work is outsourced, the Practitioner’s obligations under this Code remain the same as if the
Practitioner or members of staff had performed the work. :

For guidance on whether outsourced work is Remuneration or a Dishursement refer to 14.10.2.

Practitioners should have regard to APES GN 30 - Outsourced Services. A copy of GN 30 can be
accessed from the Accounting and Ethical Standards Board website (www.apesb.org.aul.

14.5 Work that cannot be remunerated

If a Practitioner, other than a bankruptcy trustee, seeks to be remunerated for work that is outside
the scope of the powers of the Practitioner or undertaken prior to the Appointment, approval can
only be sought from the court.

An exception is if it relates to a transitioning Appointment and the Legislation allows
Remuneration relating to the prior Administration.

It is not sufficient in itself to obtain approval from a committee or from the creditors, These
restrictions are a threshold test before applying the "necessary and properly performed test.
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A Practitioner appointed as a bankruptcy trustee may draw Remuneration for pre-appointment
work where that work is approved in accordance with the Bankruptcy Act.

Remuneration must not be claimed for work that results in, or is the result of, a breach of the
Practitioner's duties,

14.6 Staff levels and numbers

In time-based charging, the Practitioner must ensure that the number and qualifications of staff
allocated to an Administration is appropriate for the nature of the work being performed so that
the Administration is completed in the most efficient and effective manner.

This will require commercial and professional judgment. While a particular task may be
appropriate to a particular level of employee, the Practitioner may consider that, even though
charging at a higher hourly rate than the employee, he or she may be able to do the work in one
guarter of the time,

Care should be taken in allocating the appropriate number and level of staff to an Administration
or task, particularly when travel is required. This is a balance between having sufficient staff
available to undertake the required tasks and over servicing the Administration.

14.7  Setting hourly rates

In time based charging, the Practitioner should ensure that appropriate hourly rates are set for
the Administration.

Generally, market forces will ensure that a Practitioner sets appropriate standard hourly rates
which are generally applied to Administrations. However, a Practitioner should ensure the
apprapriateness of these standard hourly rates is specifically considered for each Administration.
Factors that may result in a variation of the standard hourly rates include:

camplexity of the Administration;
» location of the business operations of the Insolvent and the scale of the rates that would
normally be applied in that location;
risk assaciated with the Administration; and/or
the specialised nature of the Administration [if any).

14.8  Costs of claiming Remuneration

Practitioners may claim the necessary and proper costs of record keeping and seeking approval or
determination of their claim for Remuneration.
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If additional costs are incurred because of inadequacies of the Practitioner or Firm's time
recording systems, or due to staff not properly recording their time, these costs would not be
necessary and proper. It is not appropriate to charge this additionat cost to the Administration and
it should not form part of the claim for Remuneration.

14.9  Costs of communicating with Regulators or professional
bodies

A Practitioner must not claim Remuneration for time spent:

e communicating with Regulators or professional bodies regarding complaints about the
Practitioner or the conduct of a particular Administration;
on Regulator surveillance, professional audits or inspection of files, or on peer reviews; or
unsuccessfully defending a breach of the law or this Code, subject to any order of the court.

14.10 Disbursements
Disbursements may only be claimed if they were necessary and properly incurred.

In incurring Disbursements, a Practitioner must use their commercial judgment, adopting the
perspective of, and acting with the same care as, a reasonable person exercising care and skill
would act in incurring expenses on their own behalf.

While Practitioners must account to creditors for Disbursements, the reimbursement for the
payment of Disbursements does not require creditor approval before being drawn. Thus, the
categorisation of activity as Remuneration or Disbursement is significant.

14.10.1 What is a Disbursement?

The Practitioner needs to determine whether the claim for payment is in the nature of a
Dishursement, or whether it represents Remuneration. Disbursements are:

s costs paid from the Administration’s bank account directly to third parties; or

» costs paid to third parties by the Practitioner and later claimed back from the Administration;
or

» costs claimed by the Practitioner for non-professional services provided by the Firm and/or
outlays incurred by their staff in the proper conduct of the Administration.

A Practitioner should separate Disbursements from the expenses of running their practice which
may only be recovered through Remuneration (for example, in the case of time based
remuneration by factoring overheads into the hourly charge-out rate and in fixed fees, by factoring
overheads into the fixed fee calculation).
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Table 2: Disbursement types

ARITA

(a) for professional services [non-
insolvency services) relating to specific
tasks required to be done during the
Administration; and

[b] are properly incurred by independent
outside consultants engaged by, and
not associated with, the Practitioner
and their Firm.

real estate agents,

« independant tax
advisors or
accountants.

Disbursement | Criteria Examples Ratianale

type

Professional

External These are fees that satisfy both the ¢ independent lawyers, | Thisisa

advice, non- follewing criteria. They are: e auctioneers. valuers, | Disbursement
insolvency : " | because it involves

the Practitioner
retaining an external
advisor for work to be
done in the
Administration, at an
agreed fee or rate.
These expenses are
claimed from the
Administration at
cosk,

Non-profession

al

External

These are costs that satisfy all the following
criteria. They are:

{a} not for professional services; and

(bl incurred with a third party in retation to
work required to be done during the
Administration.

« administration
advertising,

s travel and
accommeodation for
staff,

# room hire,
» document storage,

» photocopying and
printing,

» external word
processing and
sacretarial services,

These are typical
Disbursements
because they involve
an outlay in relation to
the Administration.
These expenses are
claimed from the
Administration at

cost,

Internal

These are costs that satisfy all the following
criteria:

(a) they are not for professional services;"

(b} they are for goods or services properly
provided by the Practitioner or their
staff in the Administration; and

(c) they are not overheads covered in the
Remuneration claim.

Reasonable costs of:

« telephone calls,
» postage,
 stationery,

» photocopying and
printing,

« data room hosting.

These are also typical
Disbursements,
except they are
incurred internally by
the Firm. These
expenses, if charged
to the Administration,
would generally be
charged at cost;
though some
expenses such as
telephaone calls,
photocopying and
printing may be
charged at a rate
which recoups bath
variable and fixed
costs.

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION

PAGE 70

496




ARITA

14.10.2 What are not Disbursements?

Given the significance of a claim for payment by a Practitioner being classified as a Disbursement,
it is useful to list what are not Disbursements:

A, Overheads

An overhead is not a Dishursement. It is a cost that can only be charged for and recovered across
all the administrations handled by the Practitioner’s Firm.

In contrast, an out of pocket expense is an expense actually incurred in respect‘of that
Administration. It can be claimed as a Disbursement. The Practitioner must be able to show how
the expense:

s is uniquely and directly attributable to the Administration; and
+ was calculated and allocated to the Administration.

B. Internal non-insclvency professional costs

A Practitioner may engage internal non-insolvency retated professional services only after proper
commercial consideration to that decision has been given that such an engagement is in the
interests of creditors and the efficient conduct of the Administration. This includes non-insolvency
professional services provided by another practice within a federated practice structure or
associated practice.

The point to consider is whether the benefit of the engagement fee will be received by the
Practitioner, the Practitioner’s Firm or an entity related to the Practitioner or perceived to be
related to the Practitioner.

These items are Remuneration and must be disclosed and approved in the same manner as
insolvency services [refer to Remuneration Report template for further guidance).

c. External insolvency professional costs

If a Practitioner outsources insolvency tasks, the fees charged to the Practitioner may only be
claimed as Remuneration, notwithstanding that the fees may be payable before the claim for
Remuneration can be made. The necessary and properly performed test applies.

It is not always clear whether the out-sourced work is better categorised as insolvency work
(which is claimed as Remuneration), or general non-insolvency work [which is classified as a
Disbursement).
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Factors to be taken into account when making this assessment include:

¢ was the contractor an insolvency firm?
» was there a regular resource sharing/provision arrangement?
* would the Practitioner have done the work if there had been sufficient resources?

Where the task involves standard expertise and skills of an insolvency practitioner, the outseurced
costs witl be a Remuneration claim of the Practitioner. Where the task involves more general or
particular skills that are not insolvency specific, then the outsourcing costs will be a
Disbursement.

iy 3
TSR e At erei et s e =S

When a Practitioner makes a decision that an expense of this nature is a Disbursement rather than
Remuneration, the invoices received for the services should detail the work performed and it
should be clear from the description that the services were not insolvency services.

D. Late lodgement fees

Any late fee or penalty imposed by a court, Regulator or agency for late lodgement or other default
should be borne by the Practitioner.

Late lodgement fees imposed by ASIC or AFSA must not be charged to the Administration.
E. Unreasonable Travel Costs

Travel should be bought on the best commercial terms and the style of travel and accommodation
should be appropriate for the trip being undertaken.

Care should be taken in claiming the costs of travel by the Practitioner between offices of his or
her firm for the purposes of a particular Administration.

Where there are geographically spread locations for a particular Administration, consideration
should be given to the retention of local staff or agents to carry out tasks which are appropriate
and capable of delegation, in order to minimise the costs to the Administration. However, it may
well be appropriate for the Practitioner and/or his or her staff to attend at these locations and
incur the relevant travel costs.
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Every Firm should have a policy on travel {including time charged and Disbursements}, which
should be made available to creditors on request. This policy can be Administration specific or a
general policy.

F. Pre-appointment expenses

Any expenses incurred prior to the Apbointment must not be claimed from the Administration as a
Disbursement. Practitioners are only entitled to claim Dishursements incurred after their
Appointment.

14.10.3  Necessarily and properly incurred
A Professional Disbursements

A Practitioner may engage external professional services [refer to the table at section 14.10.1) as
Disbursements without creditor approval, but only after exercising proper commercial
consideration.

The Practitioner should consider issues of:

expertise;

quality;

timeliness; and

reasonable and appropriate cost.

Practitioners must assess each engagement of a professional service provider in terms of the
interests of creditors and their fiduciary responsibilities.

Unless the Disbursement is insignificant, the Practitioner should document the decision making
process identifying why the work was necessary and why the particular firm or professional was
engaged. While the approval of creditors is not required, creditors are entitled to be informed of
and to understand the decision process if the issue is raised.

Before authorising payment of Disbursements, the Practitioner must ensure that:

¢ the task has been properly performed; and
¢ the quantum of the professional service fee is as agreed or is reasonable.
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B. Non-professional Disbursements

A Practitioner may incur non-professional Disbursements, both internal and external, [refer to the
table at section 14.10.1) without creditor approval, but only after exercising proper commercial
consideration. While the approval of creditors is not required, creditors are entitled to be informed
of and to understand the decision process if the issue is raised.

Far internal Disbursements:

the recovery basis must be set on commercial terms;
creditors must be advised as part of the initial advice to creditors on Remuneration (refer
15.3.2 and 23.2.1), details of the basis of charging for these types of Disbursements; and

¢ details of actual internal Disbursements paid (eg. quantity and total cost) must be reported to
creditors in each Remuneration report [refer 15.3.2 and 23.2.2).

The Practitioner should consider the reasonableness and appropriateness of the cost of the non-
professional Disbursement before authorising the Disbursement. This is equally applicable to
internally provided and externally provided non-professional Disbursements.

Practitioners must assess each Disbursement for an Administration in terms of the interests of
creditors and their fiduciary responsibilities.

Before authorising payment of Disbursements, the Practitioner must ensure that:

s the benefit has been provided to the Administration: and
o the quantum of the fee is as agreed or is reasonable.
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15 Meaningful disclosure in Remuneration
claims |

Principle 11: A claim by a Practitioner for Remuneration must
provide sufficient, meaningful, open and clear disclosure to the
Approving body so as to allow that body to make an informed
decision as to whether the proposed Remuneration is reascnable.

A Remuneration claim requires information to be conveyed to the Approving body [creditors,
committee of creditors, committee of inspection, or the court). That information encompasses a
number of elements:

a system of recording that information (refer section 15.1];

a basis for calculating Remuneration [refer section 15.2);

sufficient detail to justify the amount of Remuneration (refer section 15.3); and
relevant timing of the information being provided (refer section 15.3).

15.1  Recording of Work Done

Regardless of the Remuneration method to be applied, the Practitioner must maintain a proper
record of work that was done on an Administration in order to:

* claim Remuneration; and
* report to creditors on the progress of the Administration.

The Practitioner should maintain a system that requires staff to record:

the period of time spent;

the categories of the work performed [see Remuneration Report Template);
details of the work being performed; and

contemporaneously at the time the work is done in order to maximise accuracy.

Time recording provides good practice management information, even though time data will not be
required for reporting to creditors in claims for fixed fee or percentage based Remuneration.

ARITA’s Remuneration Report Template provides a description of some common work categories
that should be used [refer section 23.2.2).

15.2 Bases of calculation

There are several bases by which Remuneration can be calculated (refer sections 15.2.1, 15.2.2,
15.2.3, 15.2.4 and 15.2.5). ARITA has no preference as to the method of calculating fees.
Practitioners must be transparent and fully explain to creditors the main bases by which
Remuneration can be calculated, the method proposed to be used in the Administration and the
reasons for selecting that particular basis [refer to section 15.3.2).

The terms of that Remuneration are a matter for the Approving Body, upon full disclosure of the
arrangement being explained to them by the Practitioner.
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15.2.1 Time based charging

Time based is a common form of charging. Practitioners calculate Remuneration by reference to
the hourly or time unit rate which is applied to the time spent on necessary wark properly
performed.

A Practitioner should ensure that regular reviews of the WIP on an Administration are performed
to ensure that only time spent on necessary work, properly performed is retained on the WIP. Such
a review must be performed prior to issuing any Remuneration requests for approval.

15.2.2 Prospective Fee Approval

A Practitioner may seek approval from creditors for time based Remuneration to be determined in
advance of the work to be performed. The approved amount must have a Cap to a nominated limit.

The claim for Remuneration will subsequently be calculated on a time basis for necessary work
properly performed and can be drawn without further approval of creditors up to the Cap.

The hourly rates to be applied may be increased by an agreed formuta where the escalation
factors are objectively and independently determinable. If a Practitioner wants to be able to
increase hourly rates that are charged on an Administration in the future without having to obtain
creditor approval, a specific formula must be included in the resolution for the approval of the
prospective Remuneration (for example, rates are increased annually by the CPl amount). A
reference to changes in rates from time to time (or similar] must not be included in resolutions to
approve prospective fees.

Any increase approved does not apply to the capped total, only to the hourly charge rate.
If a Practitioner wishes to change the capped amount, or the hourly rate scale other than as

agreed, a Practitioner will need to seek Approving body approval {refer section 15.3.2 for reporting
obligations).

15.2.3 Fixed fee

A Practitioner may claim Remuneration based on a quoted fixed amount with creditor approval. A
fixed fee arrangement provides certainty to creditors about how much the Remuneration claim will
be. The risk of excessive time spent is transferred to the Practitioner.

Once afee is fixed for an agreed task, set of tasks or the conduct of the Administration, it remains
fixed and a Practitioner must not seek further approval if the original estimate is wrong.
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15.2.4 Percentage

A Practitioner may claim Remuneration based on a percentage of a particular factor, usually
assefs disclosed, or assets realised.

15.2.5  Success or Contingency Fees

A Practitioner must not seek Remuneration on the basis that they will receive a specified bonus,
success fee, super-profit or additional percentage as Remuneration, in the event that a specified
contingent future event occurs or particular circumstances arise, if that arrangement would place
the Practitioner in a position of conflict, or generate a perception of a lack of independence.

This is based on the principles that:

e no additional incentive should be required or offered in order to have the Practitioner perform
duties that are required; :

¢ the independence and objectivity of the Practitioner, even if only as perceived, may be
compromised by such an arrangement; and

¢ the arrangement must not be inconsistent with the fiduciary obligations of a Practitioner,

When considering whether a proposed fee arrangement is acceptable, the Practitioner must
consider whether the arrangement could be perceived as the Practitioner acting in his or her own
interests rather than the interests of the creditors. '

if a Practitioner is intending to use this type of fee arrangement, full disclosure of the terms of the
proposed arrangement must be made to creditors and the consent of the creditors obtained prior
to work commencing under a proposed contingent fee arrangement.

If an arrangement is in breach of this Code, the arrangement will still constitute a breach even if
creditors have approved the arrangement.

When considering whether a contingent fee arrangement might be a suitable fee arrangement in a
particutar Administration, the Practitioner should consider:

any restrictions that may apply under the relevant legislation;

funds available in the Administration;

funding from alternate sources such as creditors or a litigation funder;

costs of the alternate source of funds compared to a contingent fee arrangement;

risk associated with the tasks to be undertaken for the contingent fee; and

the appropriateness of the possible contingent fee amount considering the nature of the
Administration and the risk associated with the task to be undertaken.
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15.3 Information to be disclosed and when

Information on the particular basis of Remuneration claimed should be provided to creditors at
two main points of time in an Administration. ‘

 First, soon after the appointment, in order to advise creditors of the available bases by which
Remuneration can be calculated and the proposed basis upon which Remuneration will be
claimed for the Administration. This will generally be with the notice of first meeting of
creditors in a voluntary administration or a creditors’ voluntary liquidation, or a Part X
agreement; or by including it in the first circular sent to creditors in other Administrations.

This is the equivalent of an Initial Remuneration Notice (IRN} in relation to a personal
Administration.

* Second, before any meeting is held at which approval for the Remuneration is to be sought.
The information should be sent to creditors in the normal course with any reports and other
documents required for the conduct of that meeting in the time frames required by the
legislation.

This is the equivalent of an Remuneration Approval Notice [RAN) in relation to a personal
Administration.

The table below summarises the timing of the provision of information for each Remuneration
basis.

st

o i

i I ;
Advice on the basis chosen. Estimate of | Report on work undertaken and regue

fees and comparison to pre-
appointment estimate, if one provided.

approval of quantum, Comparison to
initial estimate of fees provided to
creditors.

Prospective Fee

Advice on the basis chosen. Request for

Report on work undertaken and request

[time based) approval for time based charging to a further approvals.
capped amount.
Fixed fee Advice on the basis chosen. Report on achievement of milestones for
Request for approval of the quantum. the drawing of Remuneration.
Percentage Advice on the basis chosen Report on the factors underlying the

Request for approval of the percentage

entitlement to claim the Remuneration.

Contingency

Advice on the basis chosen
Request for approval of the
arrangement.

Report on the achievernent of the
contingency event or otherwise.

Note: _
Mixed Fee Arrangements:

There will be circumstances where a Practitioner will seek approval for a different
basis of Remuneration for a particular aspect of an appointment or finalisation of the appointment; the
appropriate information [refer section 15.3.2) will need to be provided at the time of seeking the creditors’
approval of that arrangement.

The Remuneration reporting requirements do not apply to Controllers. A Controlter should report

to their appointor in the manner requested by their appointor. The guidance in this section of the
Cade may still be of assistance to Controllers when preparing their Remuneration reports.
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15.3.1 Court requirements

In addition, where an application is made to a court for an order that a company be wound up or for
an official liquidator to be appointed as a provisional liquidator of a company, regard must be had
to any additional requirements of the courts. For example, with the Consent to Act, Practitioners
may be required to disclose their hourly rates. The same applies in relation to Part X agreements
under the Bankruptcy Act.

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION PAGE 7%

505




08 39vd NOILVIO0SSY ONNOYYNYNL 8 AONIATOSNI 9NIMNLONYLSIY NVITVHLSNY

wabunueoy abeyuaouayg paxi4 aAlpadsolg - awy|, anjoadsonay ~ awi

1eaosddy sa4 jo siseq

S9SE(Q UDIJBIBUNWAY 1B 40 paplactd ag 01 uUOIIUIIO)U] Z'e'GL

506



1839v¥d - NOILVIJ0SSY ANNOJYNINL ® AONIATOSNI ONIHNLINYLSTIH NYITYHLSNY
S1 9p07) Sy} o 8doos 97 1SNW UOIBLUIOJUI | 0] pRaU 1)iMm JauoiHoeld 51 598) oAndadsold | Bujeq si s99) aandadsoliad
ay3 ulypm Juawabuedie ‘apeuwl s} WIe)d paseq ay] ‘pawie]d | 40§ Wied Uonesaunwuay Jo} wie)d uoneraunway
Aouabupuod ey abejuasiad e auaypp S| 99} paxlj B aJaym paseq aul)} B I8UM paseq awll B 13UM

-aonoedd poob seinjsUod Jewlo) pasedodd ay] ‘pamonio) AJpRo.q J| 'SUIIEID UDIBISUNWIEY JO SaSE] Jaylo

yum 1sisse AR pue SWIBD UoiRJBUNLWBY paseq awl} Joj apinb e s| }| "uoneaunway a8y} Jo S5dUSIgeuoseal 8y} 0} se hunaaw ay}

1B UO|S|29p PaULIOlUI UE S¥eW 0] paau Aay] Uojjeuwlioul ayl sJo)padd Buiab Jo sueaw ay) se pasn aq pInoys ‘uoljeaisiuiwpy Jejnojed
2y} JO SIDUEISWINIIG pue S198) 3y} J0y pajdepe se * (z°Z'£Z uol129s Jajal) aje|dwa) JJoday uoneIaUNWSY PIPUSWIWIOIdY S YLIHY

140 sj1e18

abejuadiay aanoadsoalay ~ awi|

1er0sddy a8 jo siseq

1sonbay 1erolddy

507



28 39vd

NOILVIO0SSY ONMAOYYNHNL 8 AONIATOSNI GNIUNLONYLSIY NYITYYL1SNY

"umelp aq

11IM UG BIauNWay
apuaym e

- pue !sJo}pald

10 Si5949)U| 1524 3y}

u| sy juswsbuee
fousbunuooefym e

‘paAalyoe Jou s] Jo

st Aouabunuos ay

1EY) JUBAS Y} Ul B4

NIM Uojjelaunway

s Jsuoploesd
ayjieym

'possasse aq

Tim Acuabuiuoa ayy
10 JUBLUBABIYIR MOY  »

!uodn Juabuijuoa

s1juswabueule
aylieym Ajoexs e

:Buipn)oul

'‘Apog Buirouddy
jueas)ad sy; o}
wawabueise pasodoud
8yl o aunsejasIp 11Ny o4
1Snw alay} ‘pescdoad

S|y} @slrduiod im
1BY1 SYSE} 8y pue
junowe abejusaaad
S1U} Jo) paprold agq
01 94E S3IAJRS JBUM e
-Uojedaunwiay
8y jo uolje|naied
Joj pandde
a8 0} BINUIIOJ YT e
‘[40128] 1Y) JO BNjEA
ay] 'Jojae) iayjoue
0} pandde ag
0] 5] sbejuaduad ay)
1 J0) pesiieal aq 0}
1o pas|eal sjasse
1enplajpul a3
J0 anea pajewjsa
pue ainjeu sy e
‘pasodoud
abejueciaday) e

:papiaoad ag 1snw
uonewJoyu Guimonoy
ay] -a)geuoseal si
afiejuasdad ay) Jaylaym
10 JUBWISSHSSE palLIoUI
ue ayew o1 ) ¥|qeus

01 Apoq Buoiddy
ueaa)al ay) o) paplaod

pue 284 paxii ay}
Ui papnaul aq jou
111M S8D1A125 JBYM

‘21qeuoSead

s1 824 ay3 Aym 1hoge
UoISI128p PAULIO]
ue 9yeuw o}

Apog Buiaouddy ay;
J0} Jie1@p Juaiayns
ul Junoule aaj paxy
ay) Joj papiacad

9q 0] S92JAISS BY}
593}

aalppadsoud Jo) se
JBULELU BWIBS ayj Ul
[0 jo adods pue
yJom jo AloBajen
y2EeD 40} 51503

3y pue uaxeliapuUN
2q 01 3Jom])
pa1e)N21ED UD3Y
SBY 93] B4} YIIym
uodn siseq ay}
pasodoud aay paxy
8y} Jo Junoule ayy

:uo Apoq buiaouddy
jueAd)ad ay3 03 Podal

0] SB Uojjeue|dXa Ue e
fuopjeJaUNWaY 3y}
uo deds Ajejaucw e e
jse} Jofew yoeas
40} S99} palewisa
ayy Buipnpul
[puojsaliw
Jofewd xau ayz 0y
J0) UoiEISILRLPY
ayj 8j9)dwod
o0} Buiuiewal
599} pajewnse ayy
jo uoljeueldxaue e
{{auo)sa)iw JueAalad
Jayyo 1o uopodwod
01 6-9) Jybnos
S| UoljEtaUNWIaY
ay1 1ey) porad ay)
10} ucljeJISIULIpY
8Y3 Uo auop
aq 03 Bujuiewal
1115 syser Jolewd
ay3 jo uonduosap
Aewuwinse o

o Apog Bulacaddy
1UeAs)2d 2Y3 0} Hodad
0} paau 1M JBuoIloeld
ay} 'opew bulag

jeaosdde yajresounuay
1ENI2E 243 Y1Mm adiape
1BIiUI 8y} Ul paplAo.d
uopeJaunuWiay pajewnsa
8y} auedwiod 0} pasu
051E |IM J3uoileld 3Y ]

“yJom
jo AobBajes peouq
oea Joj paddnaul

uonejaUNWSY By} e
pue yiom
jo Aiobajes peolq yaes
Joy uonesysiuiupy
ay) uo pabebus yels

JO UopEDYISSEID BY1  °
‘pawioyiad
yJ4oMm Jo sallofisren
peoJg 3y} ojul Umop
uaxo.q ‘uoljelIsIuILLpY
ue uo pawojlied

ylom Jo uondiosepe e
1uads

2w jJo juncule ay) e

uo

Apoq Bulaouddy jueasiad
9y} 0} 1odal o] pagu

11\ J3UOIIDRG] 9y} ‘apew

wabunuoy

abejuasiayd

paxi4

aanodadsold - awi)

aaldedsonay - aw|

jeaolddy as4 Jo siseg

ViRly

508




£8 39vd

NOLLVISOSSY ONNOYVYNYENL 8 AONIATOSNI ONIMNLINYLSIY NYITVHLSNY

ay) pue juawsabuelse
al} 1o suLa}
ay} Jo 2unsopasIp 11N4

“SaUl0J21ho
uoljEJAUNWAY
a)gqissod jo

obuel payoadxa ayy e
puE ‘UoljEJISIUIWPY
2U3} WO UMEID 39
111Mm UollEISUNWSY
3y} uaym

Jo} sauolsawi AUl e
‘wen
uonelaunway
paseq abejuadlad
3y} ul papnioul
Jo Ajajeledes
PaNIg 29 7iMm
3JOM paInosIno
Sy} Ialjeym
pue jjeys sy
Jo Jauoniioeld syl
Ag 1no paildes aq
Alewdou pjnom jey)
pedunosino aq o}
pepualul siJo ‘usaq

SEY MJOM IEUM e
MJom

EELITENEYENT: T
pugwap jo 5.1919]

Buinssi jo 1500 e
‘siojenbay
pue sJ0)|paJd ay}

o} bujjdodal Jo 51500 e
!syonebizsaaul
fionieis

JleJo 5502 .

‘23 29} paxly ayy

Joy a10nb ay; ul apnidul
1SNW UonEIFUNWIAY

10} s|seq aa} paxy

e Bupjaas Jauoloeld ¥

“JUoJj-dn uolelBUNWaY
99 paxl) MEIP Jou Ishuw
Jauolnoead e 30N

uelesiulupy
3y} WoJj umelp aq
J]1M UOIIBIBUNLITY
uayMm o}

SE S3U0]1Sa)lW Ay} e
pue
S3DIAIBS papN]IXL
asey} Joj buibueya
Jo s1SEq 9y}

. AMyavow
‘aydwexa Joj) umeap
aq sas) syl 1ey}
pasodoJd sjj usym e
pue !sjuasaidal
juncwe paddes
Alelauow ayj yeym

"9IUELIEA
Aue Joj uonjeuedxa
ue aplacad pue ybinos

uabunuoy

abejuasiag

paxig

snipadsoly - awn

anlpadsoliay - awi|

1eAa01ddy 994 Jo siS8BQ

VLINY

509




¥8 19¥d

NCILVIJ0SSY GNNOYYNYNL B AINIATOSN| ONIHNLINYLSTY NVIIVHLSNY

“1$8481U) JO 1211JU0D

j0 Uoijesneuy e)qeu?

0} 93} paxi} e Joj Wied
2 2Bl 0] S@50042
Jauonipoeld e auaym
24e 1Y} 0} suondadxs
Ajuo ay] -pajulodde

S1 Jauoijiloedd ayj

Jaye Ayunyioddo 5.y
8y} Je auop aq jsnul
s1y} 'siseq 23} paxiy e uo
uonelaunway ioj wied
e ajew o} hujpusiul

S| Jeuolyyoeld ey

*Buiped) JUaAjosUl
Jojuopebiyy e
‘sjuawied
aJuaJajaud
Jo A1anodad
Joj uonebnn e

sucIsnaxs agejdasdy

jo uondasuad Aue ajdwex3
ISIWIUIL 0} SJ0|paid
0] JES]D dpewl g 1SN suonebngo
sawoo3no ajgissod Aojniers
Jo aBued so ‘awodine | (1e Bunoaw Josisosr e
uolBJaUNWaY pajradxa pue
juabunuog abejuaniag paxiy aalpadsold — awliy aAladsoajay — awn]

leacaddy as4 Jo siseg

510



$8 39vd

NOILVYIJ0SSY ONNOYYNANL B AONIATOSNI ONIHNLINALSIY NYITVHLSNY

b1

:ked paiyp e 03 Juswied e Jo JUaWSSINGUIaL Ul Jo A3D8JIp Jeylaym ‘Wi 8y} 0} pied SJusWSSINgSI(] 0} UOijRIa Ul e
!1adoud pue AJessa0au aJoMm SIUDLWIASINGS!(] 2Y) 18Ul UONIELEIISP E e
SIUDLISSINGSI(] JO SISSE]D JUSISYIP 3Y3 U0 uojjewojul jelausb

‘Buny@alu ay} 1B 510)IpaJ2 JO SJBYWSLU IDTHWWIOI 0] UOIIELIOJUI JRUCIPPE BPIACId PINOYS JBUOIIIIDELd 2Y] ‘PaJapisuod aq 0}

S1 WIBTI UBTIEJaUNWSY 3Y) YaIym 1e Bupssw ay; aJojaq 1nq paJtedaid si aodas syy ey apewl 10 paaladal ale sjuswided pue sidisoal
jeuondasxas Jo abuey )| "poad payideds e .Joj .o ajep aenopded e je se, pasedaud Buiaq se pajjage) Ale9)2 aq pinoys Aewwns ayy
-51031paJa 03 uaalb S| 10day pue a3130u 3y} YoIym U 3iEP By} 0] B|gissod se 9s07D Se S| JeU) d)ep e 0} dn paledaad aq pjnoys Aiewwins
sjuawied pue sydiasad ayj ‘paplaotd aq 1SNW JUNC2IE YUBG UCIIRASILILPY 8Y] Wol) pue o0 sjuawded pue s1d1goad Jo Alewlwns y

*alnjny a8y} U awl} awos 1B Uoilelaunway Jaylin) JO UOIIBUILLIZISP By} Bupjaas ag 1)Im A3yl Jaylaym BleD|pul e
pue pauiwlalap Asnoirsud uolelaunwiay jejoy Byl N0 1S e

![PAnedsoud pue aanoadsoalad b a) poidad uonelsunwiad J0uUlSIp YoBS

J0J pasinbad a1e WIE|D UDJIEJ2UNWSY JO SIUALUB]IERIS d)rledag "UMEID a4 |)IM UOIIEISUNUSY ay} uaym pue pasoldde aq o] Junowe

ayl Buipniaul s1011ped wody JYBnos [SJUoinosad ayl 4o a93}Wlod su} wouy 3ybnos {sjjuawaeaibe ay) jo swJs) asidaad ay; a1els e

:Auipnoul 'uolIENISIUIWIPY By} WoJ) pled SJUSWasIngsIQ Jo s11ela(

:AldE212 PINOYS Jauoiy1sedd ay] - WIB]3 UOIIBISUNWAY J0 JUdWIE}S

pue !pied Junowe ay} -
puE {(Sjuawasingsiq 1euJaiul 1oy Kuo) ajed pue Ayjuenb syy
{10) SEM JUSWASINGSIQ 24) IBYM -
‘[s@a1n43s JeuOISSDj0.d paplacdd A]|eul91x@ J0) Aluo] o) pied sem JUSWSSINGSI] 2Y) oYM -

"UoNEJISIUIWIPY Y}
10 adse ayoads & Jo)
40 'uonensuIWpPY 8y}

yabuiuon

abejuaniayg

paxi4

aalpedsold — awl)

anladsonay - sy

1eacaddy 984 Jo siskg

VLRIV




98 3avd NOILVIO0SSY ANNOYYNYNL ® ACNIATOSNI ONIHNLINYLSIY NVITvHLSNY

‘pabaeyo eq im

LOIJEJBUNWISY YIIYM U0 SIseq 3y} Jo way) Buisiape jo awil) ay) 1 s1oyipaJd 0] papiaold aq Aew 3 “1ybnos si uepelaunwiay jo 1eaosdde
2J0J8q SJ03pala 0} papiacad 24 1ShU [2UNU0 199Ys UCREWIDJUI 51Y] S58I8 UBD SI0HPEId MOY 0} SE 9DIAPE 10] 183YG UOJBULION] 3y )

-510}Ip9.43 PUE SJ9GLUDLL 99]1{LIWIO0I ‘SIBUCIIIIIRI Jo sailidisuodsal pue syybli ayy e
puUe ‘uojelaunwdy BUIUKLIS}ap Jo S5a00d0d Byl e

:]N0Qe $10}IpaJld witojul Ajjng o} paubisap S| 123Ys UoRRULIOfU| JONPaJY Y|

*{papiacJsd Ajsnojaadd jou Ji) SUDJIEIISIUILIPE BUIS)IXD

ur uonelaunway Buacsdde uo j@ays UDIIBUIIG)U| J01IP9JT) JY) SSIIIE 0] MOY UO UOIJBUIIOJU] ‘SUOIIBNISIUIWPY 91e40d.0D o4
"auop aq 0} pasu Aay) Aym pue Uy eLIBPUN 29 0] SYSE} 84NN}

pue! umuu__umh_ feuibio ueyy asiom J0 123324 SEM dWODIN0 1YL AYm 0] Se suoljeueydxa Buipniou) sewoo1no

!}1odaJ }5E] 943 80UIS PAASIYDE UD3] aAeyY JeY) s1eoh

LIauoljIpeld 8y} Aq pade) Usag BABY JBY} SBI|NIIIP Jo seixaidwod

WE}d UojRISUNWAY BY} 0] pRINgLIIU0D sARY ABW 1Y) SJanEW

:Bujpuelstapun Yjim sJojpaud 5ISSE pnoys yodad jedausb ey
-Buipueisino 1|13s SJ3BU 3504} puUe paajosad stejiew buniejap ‘uonessiuupy 343 jo ssaaboad ayy
INOgE UoljewJoul Yiim stoypaJda ay) buipiacad 1aodaa jeaauab e yum wodaa uonedaunway J1ay) poddns sAem|e pinoys sJ1auoijizoeld

‘sjuauied
pue s1di@dal ayj Ul papn)aul A11ea12 aq 03 paau A)Uc JUNCIIE YUBY UCIIEISIUILIPY U} Wol) se1lded paiyy 03 10241p sjuauidied 1ey) 910N

"{Ajeusaiul suop bulAdozoloyd
10} 93e4 abed -Ga) auniny syl Ui uonelisiuiwpy ay) o} pabieys ag v 1BY] SUBWSSINGSI(] BUJBIUl AUE |0 SiSeq Sy} JO S|iElap e

wabujuog abejuasiad paxid aanoadsold - awli| amaedsoljay - awl]

1eaouddy ss Jo siseq

VLMY

512



513

L8 35Vd NOILVIDO0SSY ONNOHVNHNL B AINIATOSNI ONIINLINYLSTY NYITYHLSNY

wabuijuos abejuasiad paxi aalpadsoud - swi) aAloedsollay - awi]

1eaolddy 824 jo siseg




88 A9vd

NODILVI20S5Y ONNOHYNYNL 8 AONIATOSNI ONIMNLINYLSTH NYITVHLSAY

abejuaoiag

aalppadsoaiay — aw)

1eacJsddy aa4 Jo siseg

514



ARITA

15.4  Sources of Funding

15.4.1 Department of Employment payments
A, Corporate Administrations

Funding received from the Department of Employment [DE]} to facilitate a FEG or GEERS
distribution by Appointees may beé a limited or partial funding agreement. As such, where higher
fees are incurred than the amount agreed with DE there is no restriction in the administration
being charged for the shortfall on the basis that ail Remuneration claimed is necessary and
properly incurred in accordance with ARITA's Code.

While the money received from DE is not subject to creditor approval and can be paid directly to
the practitioner, any shortfall must be appropriately approved in accordance with the relevant
legislation prior to drawing. In seeking creditor approval for any shortfall, Practitioners must
provide separate disclosure of the total time charged, DE receipt(s) and any shortfall amount in
the Remuneration report.

Practitioners must ensure that they do not “double dip” in relation to FEG or GEERS Remuneration
and that the amount received from DE is allocated to the Administration. To facilitate this,
Practitioners must ensure that any work undertaken in relation FEG or GEERS distributions is
appropriately identified in their time recording system, including an adjustment for any direct
payments from DE. :

B. Personal insolvency Administrations

Practitioners must have regard to guidance issued by AFSA in respect of the reguirements for
approval of funding received from DE or any shortfall.

15.4.2  Assetless Administration funding

Funding received from ASIC under the Assetless Administration Fund may be a limited or partial
funding agreement. As such, if higher fees are incurred than the amount agreed with ASIC there is
no restriction in the administration being charged for the shortfall on the basis that all
Remuneration claimed is necessary and properly incurred in accordance with ARITA’s Code.

Some funding received from ASIC from the assetless administration fund requires creditor
approval prior to drawing and some types of funding can be paid directly to the practitioner without
creditor approval. Practitioners should refer to RG 109 for ASIC guidance on when approval is
required for assetless administration funding.

If approval is not required, any shortfall must be appropriately approved in accordance with the
Corporations Act prior to drawing. In seeking creditor approval for any shortfall, Practitioners
must provide separate disclosure of the total time charged, ASIC receipt{s) and any shortfail
amount in the Remuneration report.

Practitioners must ensure that they do not “double dip” in relation to this Remuneration and that
the amount received from ASIC is allocated to the Administration. To facilitate this Practitioners
must ensure that any work undertaken for ASIC in relation the Assetless Administration Fund is
appropriately identified in their time recording system, including an adjustment for any direct
payments from ASIC.
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15.4.3 Litigation funding
Remuneration from [itigation funding from any source, must be:

¢ paid into and drawn from the Administration bank account: and
* disclosed and approved in accordance with the requirements detailed at chapters 14 and 15,

15.4.4  Creditor funding

Remuneration from funding by creditors provided for any purpose, must be:

* paid into and drawn from the Administration bank account; and
» disclosed and approved in-accordance with the requirements detailed at chapters 14 and 15.

15.4.5 Secured creditor funding

Where secured assets are realised in the course of an Administration, except for Appointments as
a Controtler, any Remuneration in relation to the realisations, including funds withheld from
realisations or payments made directly by the Secured creditor, must be:

» paid into and drawn from the Administration bank account; and
* disclosed and approved in accordance with the requirements detailed at chapters 14 and 15.

15.4.6 Indemnities and up-front payments

Remuneration drawn from an indemnity or an up-front payment provided for any purpose, must be
disclosed and approved in accordance with the requirements detailed at chapters 14 and 15.

15.5  General guidance on reporting

The provision to creditors of voluminous detailed information is not a substitute for a clear and
concise report. It is the relevance, qualityand focus of the information rather than the quantity and
detail that is important. Creditors and even committees are not necessarily conversant with
insolvency issues and processes, nor do they have the capacity or time to understand WIP records,
Creditors have the right to ask questions and have them answered and to inspect supporting
documentation if requested.

The information provided to creditors must be:

» Sufficient - be in enough detail for the purposes for which it is prepared and in the context of
the work done in the Administration;

¢ Meaningful - be presented in a way that allows creditors to understand what was done and why
it was done;

o Clear - use non-technical terms so that what is being claimed is readily understandable;

» Relevant - limited to what is needed; and

¢ Concise.

A Practitioner should;

* provide information that is specific to the Administration, rather than generic;

AUSTRALIAN RESTRUCTURING INSCLVENCY & TURNARQUND ASSOCIATION PAGE 90

516




ARITA

* tryand ensure that the level of information is proportionate to the size and complexity of the
Administration;

* tryto assist committee members or creditors by highlighting the key components of the
Remuneration claim and any areas that committee members or creditors are likely to view as
contentious; and

e provide a summary of relevant information.

Questions from creditors should be anticipated and not discouraged.

Additional information should be provided if requested.

15.6 At the meeting

At a meeting at which a request for approval of Remuneration is being considered, a Practitioner
must:

* table the information provided to creditors/the committee in support of the Remuneration
request; and

* ask creditors whether there are any questions before putting the resolutions for approval of
Remuneration to the meeting.

Itis not acceptable to wait until the meeting to provide the required information to creditors.
Additional information provided at the meeting should be limited to:

‘e responding to creditors’ questions; or
» clarifying information that has already been provided.

Introducing new information at the meeting disadvantages creditors who did not attend the
meeting, or who provided proxies for the meeting based on the information provided prior to the
meeting.

Refer to Chapter 24 for further information about meeting requirements.

15.7  Changing basis of Remuneration

The basis for claiming Remuneration may be changed with creditor consent, however changing the
basis to time based is only possible if proper records have been kept of time and activity. Note the
restriction on fixed fees in section 15.2.3.
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16  Approval before drawing Remuneration

Principle 12: A Practitioner is only entitled to draw Remuneration
once it is approved and according to the terms of the approval.

16.1 Drawing of Remuneration

A Practitioner is only entitled to draw Remuneration once it is approved, subject to the terms of
the approval.

Evidence of the approval must be recorded and maintained on the file. In the case of a resolution
of a meeting of creditors, or of the committee, the minutes must be prepared and lodged where
required (for example, with ASIC for corporate Administrations). In the case of court-approved
Remuneration, the court order must be obtained.

If a Practitioner draws Remuneration in accordance with the default provisions under the
- Corporations Act or Bankruptcy Act, this must be clearly documented on the Administration file.

If fees have been approved prospectively, in terms that allow them to be drawn at nominated
hourly rates, the Practitioner must only draw the Remuneration progressively, on completion of
the work, unless it is the final Remuneration account for the finalisation of the Administration.

In respect of percentage-based Remuneration, it is acceptable for the Practitioner to draw his or
her Remuneration from each nominated reatisation, provided that there are sufficient funds
available to meet higher-ranking priority debts. '

In respect of a contingency arrangement, fees may be drawn on the basis approved by creditors.
Any conditions imposed by creditors when approving a contingency arrangement, {for example,
independent assessment of the achievement of a result) must be satisfied before Remuneration is
drawn. ‘

In respect of fixed fees, the terms approved by creditors should be that the fixed amount may be
drawn only at the conclusion of the Administration; or in specified amounts at nominated
mitestones in the Administration. Practitioners must not draw fixed fee Remuneration ‘up-frent’.

16.2 Monies received in advance

If a Practitioner is provided with money in advance for the costs of conducting a formal insolvency
Administration, the Practitioner is not entitled to apply those monies against their Remuneration
untit their Remuneration is approved by the Approving body. For details of when it is acceptable to
receive monies in advance refer to section 6.14.

16.3  Remuneration drawn inappropriately

If a Practitioner becomes aware that fees have been improperly taken, because, for example, the
correct process has not been followed, the Practitioner must immediately repay the amount in
guestion into the Administration account.

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION PAGE 92

518




ARITA

Remuneration may then only be redrawn on approval being obtained and an explanation as to why
the fees were improperly taken must be provided ta creditors at that time.

Fees and expenses incurred in rectifying inappropriately drawn fees must be borne by the
Practitioner.
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