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Pacific First Mortgage Fund
Directors' report

The Directors of Trilogy Funds Management Limited (Responsible Entity), the Responsible Entity of the Pacific
First Mortgage Fund (Scheme), present their report together with the financial statements of the Scheme for
the year ended 30 June 2015.

The Responsible Entity is incorporated and domiciled in Australia. The registered office and principal place of
business of the Responsible Entity and the Scheme is Level 23, 10 Eagle Street, Brisbane, QLD, 4000.

The names of the directors in office at any time during, or since the end of the financial year are:
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The Scheme is a registered managed investment scheme domiciled in Australia. The principal activity of the
Scheme during the financial year was the management of registered first mortgage loans and their secured
assets located in Australia. However, on 29 May 2015 the last remaining security property held by the Scheme
over its mortgage loans was sold. No further mortgage loans remain. The Scheme did not have any
employees during the year.

The net loss attributable to unitholders for the year ended 30 June 2015 totalled $3,984,344 (2014: loss
$18,424,767). The loss for the year is primarily attributable to the impairment losses incurred on principal and
interest balances of mortgage loans held by the Scheme which amounted to $4,748,018 (2014: $20,550,492).
These losses are comprised of impairments to interest receivable of $4,092,813 (2014: $4,840,160) and
mortgage loans impairments of $655,205 (2014: $15,710,332).

The last remaining mortgage security properties held by the Scheme were realised during the year resulting in
gross asset sales of $71,400,000 (2014: gross sales of $58,390,567), prior to deducting sales commissions,
GST (where applicable) and other disbursements (primarily, statutory costs). 

Prior to sale of the Scheme's mortgage security properties, an analysis of impaired mortgage loans was
carried out during the year to reflect the recoverable value of mortgage loans and interest receivable on those
loans. The impairment losses recorded represented estimates of the losses that may be incurred based on a
number of assumptions, including amounts that would be received upon repayment or sale of the security
properties, and the expected period over which funds would be returned. In the current economic climate
there was uncertainty as to the amount that could be realised on the sale of mortgage security properties, and
the time it would take to achieve a sale. Accordingly, the actual impairment losses incurred differed from the
estimates recorded. 

Financial overview and sale of remaining mortgage security properties

Martha Cove sales campaign
In December 2014 Mr Ken Whittingham of PPB Advisory (PPB), jointly appointed receiver and manager of the
Scheme's largest remaining mortgage security properties, being the Martha Cove precinct of securities,
commenced a broad based sales campaign seeking expressions of interest (EOI) to purchase the Martha
Cove securities. When the campaign closed in February 2015, several EOI's had been received. Following a
shortlisting and negotiation process, the Responsible Entity accepted the highest offer with a gross sale value
of $43,000,000. The offer also presented the most favourable terms in respect of due diligence and timing of
payments. Settlement was completed on 20 May 2015.

The impairment losses incurred on the mortgage loans arose as a result of the on-going difficulties
experienced during the realisation process due to subdued demand in the regions in which the properties
were located. A further contributing factor was the continuing accrual of statutory costs (primarily, land tax and
body corporate levies) in respect of security properties, chiefly in the state of Victoria, the majority of which
were inherited from City Pacific Limited (Receivers and Managers Appointed) (In Liquidation) the previous
Responsible Entity of the Scheme (herein after referred to as the Former Responsible Entity). The slow
realisation process, due to market conditions, exacerbated the diminution of value of the mortgage security
properties due to the incremental accrual of statutory costs (which were repaid in full on settlement of the sale
transactions) and corresponding reduction in the net realisable values.

Pacific First Mortgage Fund
Directors' report

Principal activities

Review of operations and results

Income distributions to unitholders were suspended by the the Directors of the Former Responsible Entity in
July 2008. Consequently no income distributions were paid or payable to unitholders during the financial year
(2014: nil).

From the sale proceeds, considerable accrued statutory amounts owing were required to be repaid. These
costs significantly impacted the final net proceeds received from the sale. 

Distributions to unitholders

30 June 2015
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2015 2014

$ $

  -        1,331,470 
        986,834 (368,238)
        986,834          963,232 
        756,245          200,688 
     1,743,079       1,163,920 

Review of operations and results (continued)

Pacific First Mortgage Fund
Directors' report
30 June 2015

The basis for valuation of the Scheme's major assets is discussed in Note 7 to the financial statements.

(i) The Responsible Entity is entitled to a management fee of 1.50% p.a. (plus GST less RITC) calculated on 
the monthly gross asset value of the Scheme.

Interests of the Responsible Entity
The following fees were paid to the Responsible Entity and its associates out of the Scheme property during
the financial year (refer Note 12(c)).

Expenses reimbursed (iii)

(ii) The Responsible Entity has only brought to account a reduced management fee in accordance with its
commitment to firstly return $0.04 per unit to unitholders in April 2011, and a further $0.04 per unit in October
2011. At both of those times a reduced payment of only $0.01 per unit was paid to unitholders. Accordingly,
the Responsible Entity has excluded the unpaid portion of the scheduled capital repayments from the gross
asset value of the Scheme for purposes of calculating the management fee. This adjustment has been
reduced as further capital has been returned to unitholders.
(iii) The Responsible Entity incurs costs on behalf of the Scheme for which it is reimbursed in accordance with 
the Constitution.

Hardship policy

The ICR is the ratio of the Scheme's management costs over the Scheme's average net assets for the year,
expressed as a percentage.

During the year no units were issued (2014: nil), or redeemed from the Scheme (2014: nil). The Scheme had
879,122,759 units on issue as at 30 June 2015 (2014: 879,122,759).

The Responsible Entity suspended the Scheme's ASIC approved hardship policy and as a result no hardship
payments were made during the year, nor were any units redeemed (2014: nil).

Indirect cost ratio (ICR)

Units on issue

During the year the Responsible Entity on behalf of the Scheme processed return of capital payments totalling
$13,186,841 to unitholders (2014: $8,791,228).  The return of capital did not result in any redemption of units.

Litigation recovery right (LRR)
All unitholders were issued a LRR, for nil value, for each ordinary unit held in the Scheme on 15 March 2011.
The LRR is a separate and transferrable entitlement that has been created to ensure all unitholders retain the
right to their pro rata share of any net proceeds resulting from successful litigation undertaken. The Scheme
had on issue 887,040,412 LRR units as at 30 June 2015 (2014: 887,040,412), and no further LRR units were
issued during the year (2014: nil), nor were any redeemed (2014: nil).

The ICR for the Scheme for the year ended 30 June 2015 is 2.01% p.a. (2014: 1.51% p.a.).

Expenses
Responsible Entity management fees - gross (i)
Responsible Entity management fees - reduction (ii)

Non-liquid Scheme
The Directors of the Former Responsible Entity resolved on 13 October 2008 that the Scheme was a non-
liquid registered managed investment scheme in accordance with the Constitution and the Corporations Act
2001.  
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(i)
(ii)

Options
No options were:

Other than the item noted above and the matters described in the Litigation and contingent liabilities section
below, and in particular the resolution of the litigation against Minter Ellison Gold Coast, there has not arisen
in the interval between the end of the financial year and the date of this report any item, transaction or event
of a material and unusual nature likely, in the opinion of the Responsible Entity, to affect significantly the
operations of the Scheme, the results of those operations, or the state of affairs of the Scheme, in future
financial years.

The Responsible Entity (including its associates) does not hold any units in the Scheme as at 30 June 2015
(2014: nil).

Significant changes in the state of affairs

Based on advice from the Scheme's legal advisers, the Responsible Entity has resolved to retain $15,000,000
of settlement proceeds within the Scheme as a safeguard against the potential costs that could arise from the
litigation and also to satisfy the costs of operations while the litigation is finalised. Litigation rentention funds
will be returned to unitholders as and when the litigation matters are finalised. Following all funds being repaid
the Responsible Entity will commence the wind-up of the Scheme. 

The operations of the Scheme are not subject to any particular or significant environmental regulation under a
law of the Commonwealth or of a State or Territory. There have been no known significant breaches of any
other environmental requirements applicable to the Scheme.

Environmental regulation

On 15 September 2015 the Responsible Entity processed a further return of capital to unitholders at a rate of
$0.0444 per unit, totalling $39,033,050. 

Granted to the Responsible Entity.

No unissued units in the Scheme were under option as at the date on which this report is made.

No units were issued in the Scheme during or since the end of the financial year as a result of the exercise of
an option over unissued units in the Scheme.

Pacific First Mortgage Fund
Directors' report
30 June 2015

Interests of the Responsible Entity (continued)

Likely developments and expected results of operations
As the Scheme's remaining mortgage security properties have now been sold it is the intention of the
Responsible Entity to return the net proceeds to unitholders. As noted in the Events subsequent to the end of
the year section above, the Responsible Entity returned $39,033,050 of capital to unitholders on 15
September 2015. The ability to return further capital to unitholders is contingent upon the outcome of the
various litigation currently involving the Scheme (refer Litigation and contingent liabilities section below). 

In the opinion of the Responsible Entity there were no significant changes in the state of affairs of the Scheme
that occurred during the period.

Events subsequent to the end of the reporting year

Granted over unissued units in the Scheme during or since the end of the financial year; or
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(a)

(b)

Subsequent hearings of the trial took place before Justice Wigney over two three-day periods, commencing
15 April 2014 and 2 June 2014, with closing oral submissions being heard on 16, 17 and 18 July 2014. Justice
Wigney's judgement on the matter has been reserved to a date to be advised. It is anticipated that judgement
will be handed down prior to the end of the calendar year. 

Indemnification of officers

any liability for costs and expenses which may be incurred by that person in defending civil or criminal
proceedings in which judgement is given in that person’s favour, or in which the person is acquitted, or
in the connection with an application in relation to any such proceedings in which the court grants relief
to the person under the Corporations Act 2001; and
a liability incurred by the person, as an officer of the Responsible Entity or of a related body corporate,
to another person (other than the Responsible Entity or a related body corporate) unless the liability
arises out of conduct involving a lack of good faith.

Pacific First Mortgage Fund
Directors' report
30 June 2015

Claim against former directors and officers of City Pacific Limited 
The Responsible Entity is pursuing a claim against former credit committee members and directors of the
Former Responsible Entity.

Class action law firm Maurice Blackburn has been retained by the Responsible Entity to act for the Scheme.
The original $60 million claim was filed on 27 April 2012 in the Federal Court in Sydney. The claim alleges
breaches by the former directors and officers of their statutory duties under the Corporations Act 2001. At the
centre of the original claim were loans provided by the Former Responsible Entity to borrowing entities Bullish
Bear Holdings Pty Ltd (Receiver and Manager Appointed) (In Liquidation) (Bullish Bear) and Atkinson Gore
Agricultural Pty Ltd (Receiver and Manager Appointed) (AGA) between 2006 and 2009, which culminated in
substantial losses to the Scheme.

During the financial year, the Responsible Entity paid an insurance premium in respect of a contract insuring
each of the officers of the Responsible Entity. The amount of the premium is, under the terms of the
insurance contract, confidential. The liabilities insured include costs and expenses that may be incurred in
defending civil or criminal proceedings that may be brought against the officers in their capacity as officers of
the Responsible Entity or related body corporates. This insurance premium does not cover auditors. The
Scheme has not indemnified any auditor of the Scheme.

Indemnification

Insurance premiums

On 22 May 2013 the Responsible Entity narrowed its original claim by removing the $16.9 million (plus
interest) claim in respect of the Bullish Bear loan facility to focus on the core claims arising from loan
advances made to AGA, which amount to $37.1 million (plus interest). The Responsible Entity was able to
resist an application lodged by the defendants on 15 May 2013 to transfer the action to the Supreme Court of
Queensland, where a separate action is pursued by the Responsible Entity against the guarantors of the
Bullish Bear loan facility.

The initial phase of the matter commenced on 10 March 2014 and was conducted over an 8-day period (Initial
Hearing) before his Honour Justice Wigney in the Federal Court in Sydney. The Initial Hearing dealt with
matters relating to lending decisions made by former directors and officers of the Former Responsible Entity in
regard to the Scheme’s loan to AGA. 890 documents, comprising over 9,300 pages, were tendered to the
court in the Initial Hearing. The issues addressed in the Initial Hearing included the conduct of former directors
and officers at the time of approving increases in the AGA facility and the decision process undertaken by
them.

Litigation and contingent liabilities
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As and when funds are received they will be paid to unitholders along with the funds currently held in relation
to this matter.

Litigation and contingent liabilities (continued)

30 June 2015
Directors' report

On 2 April 2014 Maurice Blackburn lodged a claim for the Responsible Entity on behalf of the Scheme against
law firm Minter Ellison Gold Coast (Minter Ellison). The claim was made in respect of losses sustained by the
Scheme following a co-lending transaction in favour of SP Marina Pty Ltd (In Liquidation) (SP Marina) in
relation to the purchase of “Mariner’s Cove Marina” (Asset 32), located at 60-70 Seaworld Drive, Main Beach,
Queensland (Mariner’s Cove). 

The Responsible Entity's claim alleges that, in entering into this co-lending arrangement, the Former
Responsible Entity failed to adhere to the Scheme’s Constitution and Product Disclosure Statement, and was
therefore in breach of the Corporations Act 2001. The Responsible Entity contends that by reason of Minter
Ellison’s involvement in the alleged contravention of the Corporations Act it ought to compensate the Scheme
for losses suffered in connection with the SP Marina loan.

As advised to unitholders in recent correspondance, a claim against KPMG was filed in the Federal Court
relating to their role as compliance plan auditor of the Scheme. To ensure any potential action could be
pursued and not time barred following KPMG’s 2008 compliance plan audit, it was considered in the best
interests of the Scheme to file the claim. As further investigations take place the Responsible Entity is
currently assessing the particulars of the claim and reviewing the best course of action. 

A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act
2001 is set out on page 8.

Auditor’s independence declaration

Pacific First Mortgage Fund

Claims against the Scheme
The Scheme has received a number of claims against it by various borrowers. While a number of these claims
have now been dealt with there remains one still outstanding. None of the claims concluded to date have
resulted in any material liabilities against the Scheme.

The claim was served on Minter Ellison on 3 April 2014 with the first directions hearing taking place before
Justice Jacobson in Sydney on 8 May 2014. Evidence was filed by the Responsible Entity on 13 October
2014, following a directions hearing, with Minter Ellison ordered to lodge their evidence by 11 December 2014.
A further directions hearing took place on 11 February 2015 and a trial was provisionally set down for two
weeks in July 2015. A cross-claim was subsequently filed by Minter Ellison against their professional indemnity
insurers which resulted in the trial being delayed until 12 October 2015. However, prior to the trial the matter
was referred to mediation on 9 September 2015 at which a settlement agreement was reached. The
settlement agreement requires the Scheme be paid $13.5 million in full satisfaction of its claim against Minter
Ellison. 

Court proceedings against KPMG

Claim against Minter Ellison Gold Coast 
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29 September 2015 29 September 2015

Pacific First Mortgage Fund
Directors' report
30 June 2015

Brisbane

Philip A Ryan
Executive Director

Brisbane

John C Barry
Executive Director

This report is made in accordance with a resolution of the Directors of the Responsible Entity.
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Pacific First Mortgage Fund 

Auditor’s Independence Declaration 

30 June 2015 
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DECLARATION OF INDEPENDENCE BY PAUL GALLAGHER TO THE DIRECTORS OF TRILOGY FUNDS 

MANAGEMENT LIMITED AS RESPONSIBLE ENTITY FOR THE PACIFIC FIRST MORTGAGE FUND 

 

As lead auditor of Pacific First Mortgage Fund for the year ended 30 June 2015, I declare that, to the 

best of my knowledge and belief, there have been: 

1. No contraventions of the auditor independence requirements of the Corporations Act 2001 in 

relation to the audit; and 

2. No contraventions of any applicable code of professional conduct in relation to the audit. 

 

 

 

 

P A Gallagher 

Director 

 

BDO Audit Pty Ltd 

 

Brisbane, 29 September 2015 

 

 



Note 2015 2014
$ $

Revenue and other income
5,127,066   7,463,306     

122,726       87,875          
5,249,792   7,551,181     

Expenses
4 (69,376) (132,388)

• Trade and other receivables 6 (4,092,813) (4,840,160)
• Mortgage loans 7 (655,205) (15,710,332)

(3,660,497) (4,279,335)
12(c) (756,245) (963,232)

(9,234,136) (25,925,447)

Loss for the year before finance costs (3,984,344) (18,374,266)

• Interest expense  - (50,501)

Loss for the year attributable to unitholders (3,984,344) (18,424,767)

Other comprehensive income
Other comprehensive income  - 

(3,984,344) (18,424,767)

For the year ended 30 June 2015

Total comprehensive income for the period before finance 
costs

Pacific First Mortgage Fund
Statement of profit or loss and other comprehensive income

Interest revenue - mortgage loans
Interest revenue - cash and cash equivalents

Auditor's remuneration
Impairment losses:

Other expenses
Responsible Entity management fees

Finance costs:

The statement of profit or loss and other comprehensive income should be read in conjunction with the accompanying notes 9



Note 2015 2014
$ $

Assets
Cash and cash equivalents 5 54,839,444 4,349,837     
Trade and other receivables 6 48,951         816,684        
Mortgage loans 7  - 66,614,555   
Total assets 54,888,395 71,781,076   

Liabilities
Trade and other payables 8 1,443,897   1,165,393     
Borrowings 9  -  - 

1,443,897     1,165,393     
53,444,498 70,615,683   
54,888,395 71,781,076   

Pacific First Mortgage Fund
Statement of financial position
As at 30 June 2015

Total liabilities

Total liabilities (excluding liabilities attributable to 
unitholders)
Net assets attributable to unitholders

The statement of financial position should be read in conjunction with the accompanying notes 10



Note 2015 2014
$ $

Cash flows from operating activities
789,732       1,044,137     
119,924       87,875          

(1,232,689) (1,530,133)
(3,071,138) (4,516,316)

 - (59,083)
Net cash used in operating activities 11 (3,394,171) (4,973,520)

Cash flows from investing activities
(5,027,403) (9,580,974)
71,255,045 29,922,758   

Net cash provided by investing activities 66,227,642 20,341,784   

Cash flows from financing activities
 - (2,807,046)

(12,343,864) (8,791,228)
Net cash used in financing activities (12,343,864) (11,598,274)

Net increase in cash and cash equivalents 50,489,607 3,769,990     
Cash at beginning of the reporting period 4,349,837   579,847        
Cash and cash equivalents at end of financial year 5 54,839,444 4,349,837     

Mortgage loan funds advanced
Mortgage loan funds repaid

Repayment of borrowings
Payments for return of capital to unitholders

Pacific First Mortgage Fund
Statement of cash flows
For the year ended 30 June 2015

Finance costs

Interest received - mortgage loans
Interest received - cash and cash equivalents
Responsible entity management fees and reimbursements
Other costs paid

The statement of cash flows should be read in conjunction with the accompanying notes 11



(a)

(b)

(c)

•
•
•

Functional and presentation currency

Key assumptions and sources of estimation

Note 6: Impairment losses (interest receivable);
Note 7: Impairment losses (mortgage loans); and
Note 13(a): Financial risk management (credit risk)

Note 3 Significant accounting policies

Reporting entityNote 1

Note 2 Basis of preparation

Statement of compliance

The Scheme was constituted on 23 June 1998 and will terminate on 23 June 2078, unless terminated in
accordance with the Scheme's Constitution. At this time, the Scheme is to realise all assets and satisfy all
liabilities, with surplus funds being distributed to unitholders. 

The remaining mortgage loans held by the Scheme were realised during the year. As a result, it is the intention
of Trilogy Funds Management Limited (Responsible Entity) to wind-up the Scheme following the completion of
all litigation involving the Scheme (refer Note 15).

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future period affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in applying
accounting policies that have the most significant effect on the amounts recognised are disclosed in:

Pacific First Mortgage Fund (Scheme) is a registered managed investment scheme under the Corporations Act
2001 (Act). The financial statements of the Scheme are for the year ended 30 June 2015, and have been
prepared on a wind-up basis rather than on a going concern basis. Under the wind-up basis of reporting, assets
and liabilities are presented in decreasing order of liquidity and are not distinguished between current and non-
current. The Scheme is a for-profit entity.

The financial statements are a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards including Australian Accounting Interpretations adopted by the Australian
Accounting Standards Board and the Act. The financial statements of the Scheme comply with International
Financial Reporting Standards and interpretations in their entirety.

In adopting the wind-up basis of reporting, the assets are stated at their anticipated settlement amounts. The
estimated net residual value of the asset represents the Responsible Entity's best estimate of the recoverable
value of assets, net of selling expenses. Given the uncertainties in valuing assets on a wind-up basis, it is likely
that the valuation of assets included in these financial statements may differ from actual values on realisation.

The financial statements were approved by the Board of Directors of Trilogy Funds Management Limited on 29
September 2015.

These financial statements are presented in Australian dollars, which is the Scheme’s functional currency.

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses.  Actual results may differ from these estimates.

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements. The Scheme has not early adopted any accounting standard.

12        



(a)

Note 3 Significant accounting policies (continued)

Financial instruments

(vi) Specific instruments - cash and cash equivalents
Cash comprises current deposits with banks. Cash equivalents are short-term highly liquid investments that are
readily convertible to known amounts of cash, are subject to an insignificant risk of changes in value, and are
held for the purpose of meeting short-term cash commitments rather than for investment or other purposes.

An impairment loss in respect of a receivable carried at amortised cost is reversed if the subsequent increase in
recoverable amount can be related objectively to an event occurring after the impairment loss was recognised.

(v)  Derecognition
The Scheme derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with
AASB 139 Financial instruments: Recognition and Measurement .

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or
expires.

The Scheme uses the weighted average method to determine realised gains and losses on derecognition of
financial assets.

Financial assets are recognised using trade date accounting. From this date any gains and losses arising from
changes in fair value of the financial assets or financial liabilities are recorded.

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are recognised initially at fair value plus any directly attributable transaction costs.
Financial assets classified as loans and receivables subsequently are carried at amortised cost using the
effective interest rate method, less impairment losses, if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost using
the effective interest rate.

(iii) Measurement

(iv)  Impairments
Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment
at the end of each reporting period. Financial assets are considered to be impaired when there is objective
evidence that, as a result of one or more events that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the investment have been affected.

Financial instruments are measured initially at fair value plus transaction costs. Transaction costs on financial
assets and financial liabilities are amortised over the life of the asset or liability using the effective interest
method.

Pacific First Mortgage Fund

30 June 2015
Notes to the financial statements

(i) Classification
Investments and financial assets in the scope of AASB 139 Financial Instruments: Recognition and
Measurement are categorised as either financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments, or available-for-sale financial assets. The classification depends on
the purpose for which the investments were acquired or originated. Designation is re-evaluated at each
reporting date, but there are restrictions on reclassifying to other categories.

(ii) Recognition
The Scheme recognises financial assets and financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.

13        



(b)

(c)

(d)

(e)

(f)

Note 3 Significant accounting policies (continued)

Revenue and income recognition

Expenses

(i) Interest revenue - mortgage loans and interest revenue

(ii) Changes in the fair value of investments
Net gains or losses on investments held for trading or designated as at fair value through profit or loss are
calculated as the difference between the fair value at sale, or at year end, and the fair value at the previous
valuation point. This includes both realised and unrealised gains and losses, but does not include interest or
dividend revenue.

Each unit confers upon the unitholder an equal interest in the Scheme and is of equal value. A unit does not
confer an interest in any particular asset or investment of the Scheme. Unitholders have various rights under
the Constitution and the Corporations Act 2001, including the right to:

 - have their units redeemed;

Realised capital losses are not distributed to unitholders but are retained in the Scheme to be offset against any
future realised capital gains. If realised capital gains exceeds realised capital losses the excess is distributed to
the unitholders.

The unit price is based on unit price accounting outlined in the Scheme's Constitution and Product Disclosure
Statement (PDS).

 - receive income and capital distributions;
 - attend and vote at meetings of unitholders; and
 - participate in the termination and winding up of the Scheme.

The Scheme is not required to complete a statement of changes in equity as all unitholder funds have been
classified as a financial liability.

Under current legislation the Scheme is not subject to income tax as its taxable income including assessable
realised capital gains is distributed in full to the unitholders. The Scheme fully distributes its distributable
income, calculated in accordance with the Scheme’s constitution and applicable taxation legislation, to the
unitholders who are presently entitled to the income under the constitution.

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be realised that 
portion of the gain that is subject to capital gains tax will be distributed so that the Scheme is not subject to
capital gains tax.

Unit prices

Terms and conditions of units on issue

Taxation

All expenses, including management fees, are recognised in the statement of profit or loss and other
comprehensive income on an accruals basis.

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent
it is probable that the economic benefits will flow to the Scheme and the revenue can be reliably measured. The
following specific recognition criteria must also be met before income is recognised.

Revenue is recognised as the interest accrues (using the effective interest rate method) to the net carrying
amount of the financial asset. All revenue is stated net of the amount of goods and services tax (GST).

30 June 2015

Pacific First Mortgage Fund
Notes to the financial statements
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(g)

(h)

(i)

(j)

(k)

(l)

Rental income, management fees, custody fees and other expenses are recognised net of the amount of GST
recoverable from the Australian Taxation Office (ATO) as a reduced input tax credit (RITC).

Payables are stated with the amount of GST included.

The GST recoverable from the ATO is included in trade and other receivables, while GST payable to the ATO is
included in trade and other payables, both of which are presented in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis.

Ordinary units

Borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily take
a substantial period of time to prepare for their intended use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in the profit or loss in the period in which they are incurred.

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Non-distributable income is transferred directly to net assets attributable to unitholders. This balance
represents unrealised gains and losses due to the change in the fair value of investments. These gains and
losses have been recognised in the statement of profit or loss and other comprehensive income in either the
current or a previous period, and have not been distributed to unitholders.

Once the gains and losses have been realised, these items are distributed to unitholders. Income recognition
differences consist of accrued income not yet assessable, expenses provided or accrued which are not yet
deductible, net capital losses and tax free or tax deferred income.

Trade and other payables represent the liability outstanding at the end of the reporting period for goods and
services received by the Scheme during the reporting period, which remains unpaid. The balance is recognised
as a current liability with the amounts normally paid within 30 days of recognition of the liability.

Trade and other payables

Goods and services tax

Note 3 Significant accounting policies (continued)

Increase/decrease in net assets attributable to unitholders 

Issued units

Borrowing costs

Trade and other receivables

Units issued to unitholders represent a right to an individual share in the Scheme and does not extend to a right
to the underlying assets of the Scheme.  

Litigation recovery right (LRR)
The LRR is a separate and transferrable entitlement that has been created to ensure all unitholders retain the
right to their pro rata share of any net proceeds resulting from successful litigation undertaken.  

Receivables are recorded at amortised cost less impairment and may include amounts for distributions and
interest. Distributions are accrued when the right to receive payment is established. Interest is accrued at the
reporting date from the time of last payment. Amounts are generally received within 30 days of being recorded
as receivables.
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(m)

(n)

(o)

Impairment of assets

Comparative figures

New standards and interpretations not yet adopted

Notes to the financial statements
Pacific First Mortgage Fund

At the end of each reporting period, the Responsible Entity assesses whether there is any indication that an
asset may be impaired. The assessment will include considering external and internal sources of information. If
such an indication exists, an impairment test is carried out on the asset by comparing the recoverable amount of
the asset to its carrying value. Any excess of the asset’s carrying value over its recoverable amount is
expensed to the statement of profit or loss and other comprehensive income.

When required by Accounting Standards, comparative figures have been adjusted to conform to changes in
presentation for the current year.

Certain new Accounting Standards and Interpretations have been published that are not mandatory for 30 June
2015 reporting periods and have not been early adopted by the Scheme. The Scheme’s assessment of the
impact of these new Standards and Interpretations is set out below.

30 June 2015

Note 3 Significant accounting policies (continued)

Where it is not possible to estimate the recoverable amount of an individual asset, the Responsible Entity
estimates the recoverable amount of the cash-generating unit to which the asset belongs.

(ii) AASB 15 Revenue from Contracts with Customers

The AASB has issued the complete AASB 9. The new Standard includes revised guidance on
the classification and measurement of financial assets, including a new expected credit loss
model for calculating impairment, and supplements the new general hedge accounting
requirements previously published. This supersedes AASB 9 (issued in December 2009-as
amended) and AASB 9 (issued in December 2010). 
30 June 2019
AASB 9 may have a potential increase in the Scheme’s loans and advances provisioning.
However, the Scheme has not yet fully assessed the impact of AASB 9 as this Standard does
not apply mandatorily before 1 January 2018.

Nature of 
change

Application date 
Impact to the 
Scheme

Nature of 
change

The Standard contains a single model that applies to contracts with customers and two
approaches to recognising revenue: at a point in time or over time. The model features a
contract-based five-step analysis of transactions to determine whether, how much and when
revenue is recognised.

Application date 30 June 2018
Impact to the 
Scheme

The Scheme has not yet assessed the full impact of this Standard.

No mortgage loans remain as at 30 June 2015.

(i) AASB 9 Financial Instruments  (Dec 2014)
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2015 2014
$ $

• 44,681         110,688        
• 18,920         17,200          

63,601         127,888        

• 5,775           4,500            
5,775           4,500            

69,376         132,388        

2015 2014
$ $

54,839,444 4,349,837     

99.91% 6.06%

2015 2014
$ $

 - 71,712,102   
 - (70,901,679)
 - 810,423        

48,951         6,261            
48,951         816,684        

(a)

(b)

2015 2014
$ $

2,214,684    515,284        
1,878,129    4,324,876     
4,092,813    4,840,160     

Cash at bank

Total remuneration for taxation services

Total auditor's remuneration

(i) Taxation services have been undertaken by PricewaterhouseCoopers. 

Note 6 Trade and other receivables

Sale of mortgage security properties

Impairments

Tax compliance services

Note 5 Cash and cash equivalents

Taxation services (i)

Total remuneration for audit and other services

Note 4 Auditor's remuneration

Pacific First Mortgage Fund

During the period the following fees were paid or payable for services provided by the auditor of the Scheme,
BDO Audit Pty Ltd:

Audit and other assurance services

Cash liquidity of the Scheme (i)

(i) Cash liquidity is calculated by dividing cash and cash equivalents by the total assets of the Scheme.

Other receivables

Provision for impairment following balance date reviews

Impairment charges

Interest receivable - mortgage loans
Provision for impairment losses - interest receivable

During the year the last 3 remaining properties held as security over the Scheme's mortgage loans were sold.
Accordingly, all outstanding interest receivable balances have been realised as at 30 June 2015.

Impairment charges recognised in the statement of profit or loss and other comprehensive income are
reconciled as follows:

Realised (gains)/losses from sale of mortgage security properties

30 June 2015
Notes to the financial statements

Audit of the compliance plan
Audit and review of the financial statements
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(b)

Opening Charge for Amounts Closing 
balance the year written off (i) balance

$ $ $ $

70,901,679   2,214,684     (73,116,363)  - 

93,263,055   515,284        (22,876,660) 70,901,679   

•
•
•
•
•
•
•

(c)

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Note 6 Trade and other receivables (continued)

Valuations of security properties completed by registered valuers;

Impairments (continued)

Movement in the provision for impairment loss on interest receivable is as follows:
Provision for impairment losses - interest receivable

2015
Interest receivable - mortgage loans

2014
Interest receivable - mortgage loans

(i) Amounts written off represents the balance of provision for impairment losses cleared from the statement of
financial position for mortgage loans whose underlying security property was sold during the year.

Assessment of impairment
When performing balance date review procedures, the Responsible Entity's considerations for assessing
whether interest receivable on mortgage loans may be impaired includes, but is not limited to:

These impairment losses represent estimates of losses that may be incurred based on a number of
assumptions including amounts that may be received upon repayment or sale of the security property and the
period until funds are returned. In the current economic conditions there is uncertainty as to the amount that
could be realised on the sale of security properties, and the time it may take to achieve a sale. Accordingly,
actual impairment losses incurred may differ significantly from these estimates.

Appraisals from real estate agents;
Actual sale prices realised on completed projects; 
Recent offers to purchase security properties arising out of marketing campaigns; 
Current market conditions at the reporting date;
Status of individual loans; and
Estimated time to realise mortgage loans and interest receivable.

Property markets

As at 30 June 2015 the assessment for impairment of mortgage loans is no longer necessary given that the
remaining security properties were sold during the year and the balance of mortgage loans and interest
receivable has been realised.

In the case of undeveloped and specialised land (industrial, peripheral and coastal in particular), there has
been pervasive weakness and low transaction volumes, with some transactions exhibiting severely distressed
sale values, which has been exacerbated by the proliferation of distressed sales by mortgagees and insolvency
practitioners (liquidators, receivers, etc.).

Prior to the sale of the remaining mortgage security properties, the ongoing volatility in Australia’s property
markets (particularly those pockets in which the properties securing the Scheme's residual mortgage assets
were located) may have had a negative impact on future asset values. The financial statements however set out
the financial position at previous reporting dates based on evidence and accounting estimates available at the
time.

It is common knowledge that property markets throughout Australia and particularly in south east Queensland
and south east Victoria have been difficult in recent times, particularly over the past 4-5 years.
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(c)

2015 2014
$ $

 - 298,485,591 
 - (231,871,036)
 - 66,614,555   

 - 298,485,591 
Total mortgage loans before impairment  - 298,485,591 

(a)

(b)

2015 2014
$ $

4,546,202    14,922,611   
(3,890,997) 787,721        

655,205       15,710,332   

In carrying out the duties of Directors of the Responsible Entity under the Act, it was necessary to form a view of
the value of the assets of the Scheme, and to increase the impairment provisions where the Directors
considered that to be a prudent course when reporting to unitholders.

30 June 2015

Note 6

In this process the Directors sought to obtain the views of the Investment Manager of the Scheme (Balmain
Trilogy Investment Management Pty Ltd) who possess an understanding of such assets and the markets in
which they may be transacted.

Provision for impairment losses - mortgage loans
Mortgage loans (i)

Not longer than 3 months

During the year the last 3 remaining properties held as security over the Scheme's mortgage loans were sold.
Accordingly, all outstanding mortgage loan balances have been realised as at 30 June 2015.

Note 7 Mortgage loans

Sale of mortgage security properties

Impairments

Maturity analysis

(i) All loans are secured by registered first and second mortgages over real property in Australia.

In previous reporting periods, when warranted by the circumstances, the Directors also sought independent
professional valuation reports to assist in forming their views as to the fair values of the relevant assets.
However, it must be recognised that establishing values in market conditions such as those which have
prevailed in recent years tended to be a difficult exercise. This is especially so in the case of specialised,
unusual or unique assets, such as those properties that secured the Scheme's mortgage assets at Martha
Cove. Accordingly, actual impairment losses incurred on realisation of the mortgage security properties differed
from the estimates previously recognised. 

Pacific First Mortgage Fund
Notes to the financial statements

In the case of mortgage assets secured by real property at Martha Cove, unitholders should also refer to Note
13(a).

These views focused on the orderly realisation of assets and the stated policy of 'no fire sales of assets'.

Held directly

Trade and other receivables (continued)

Property markets (continued)

Realised (gains)/losses from sale of mortgage security properties

Impairment charges
Impairment charges recognised in the statement of profit or loss and other comprehensive income are
reconciled as follows:

Provision for impairment following balance date reviews
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(b)

Opening Charge for Amounts Closing 
balance the year written off (i) balance

$ $ $ $

231,871,036 4,546,202     (236,417,238)  - 

268,358,105 14,922,611   (51,409,680) 231,871,036 

•
•
•
•
•
•
•

(c)

Valuations of security properties completed by registered valuers;
Appraisals from real estate agents;
Actual sale prices realised on completed projects; 
Recent offers to purchase security properties arising out of marketing campaigns; 
Current market conditions at the reporting date;
Status of individual loans; and
Estimated time to realise mortgage loans and interest receivable.

Property markets

These impairment losses represent estimates of losses that may be incurred based on a number of
assumptions including amounts that may be received upon repayment or sale of the security property and the
period until funds are returned. In the current economic conditions there is uncertainty as to the amount that
could be realised on the sale of security properties, and the time it may take to achieve a sale. Accordingly,
actual impairment losses incurred may differ significantly from these estimates.

As at 30 June 2015 the assessment for impairment of mortgage loans is no longer necessary given that the
remaining security properties were sold during the year and the balance of mortgage loans and interest
receivable have been realised.

Refer Note 6(c) for an assessment of the impact of property markets on the recoverable amount of mortgage
loans.

Interest receivable - mortgage loans

2014

Movement in the provision for impairment loss on mortgage loans is as follows:

2015

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Note 7 Mortgage loans (continued)

Impairments (continued)

Interest receivable - mortgage loans

(i) Amounts written off represents the balance of provision for impairment losses cleared from the statement of
financial position for mortgage loans whose underlying security property was sold during the year.

Assessment of impairment
When performing balance date review procedures, the Responsible Entity's considerations for assessing
whether interest receivable on mortgage loans may be impaired includes, but is not limited to:

Provision for impairment losses - mortgage loans
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2015 2014
$ $

560,022       1,027,359     
Unpaid return of capital (i) 838,180        - 

35,695         46,420          
 - 81,614          

10,000         10,000          
1,443,897    1,165,393     

2015 2014
$ $

 -  - 

Note 10

Accumulated Ordinary Contributed Accumulated
Profits units capital Profits

$ No $ $

70,615,683      879,122,759    807,412,501    97,831,678      
 -  -  -  - 
 -  -  -  - 

(13,186,841)  - (8,791,228) (8,791,228)
(3,984,344)  -  - (18,424,767)
53,444,498      879,122,759    798,621,273    70,615,683      

2015 2014
0.06 0.08

Note 9 Borrowings

Net assets attributable to unitholders

* TCI = Total comprehensive income

Litigation recovery right (LRR)
All unitholders were issued a LRR, for nil value, for each ordinary unit held in the Scheme on 15 March 2011.
The LRR is a separate and transferrable entitlement that has been created to ensure all unitholders retain the
right to their pro rata share of any net proceeds resulting from successful litigation undertaken. The Scheme
had on issue 887,040,412 LRR units as at 30 June 2015 (2014: 887,040,412), and no further LRR units were
issued during the year (2014: nil), nor were any redeemed (2014: nil).

Units in the Scheme entitle the unitholder to participate in distributions and proceeds on the winding up of the
Scheme in proportion to the number of units held.

On a show of hands each unitholder present at a meeting in person or by proxy is entitled to one vote, and on a
poll each member has one vote for each dollar of the value of the total units they have in the Scheme.

The Scheme's finance facility was fully paid out on 25 July 2013 and consequently closed on that date. The
weighted average variable interest rate on the facility for the period 1 July 2013 to 25 July 2013 was 5.79%.

Note 8 Trade and other payables

Accrued audit and taxation fees
Accrued Responsible Entity management fees

Multi option facility
Finance facility (commercial bills)

Notes to the financial statements
30 June 2015

(i) On 17 March 2015 the Responsible Entity processed a return of capital to unitholders of $0.015 per unit. As
at 30 June 2015 $838,180 of the capital to be returned remained unpaid due to necessary banking details being
unavailable for certain unitholders. The Responsible Entity will continue to process sporadic payments as
updated banking details are obtained.

Trade payables

Other payables

 - 

20142015

 - 
 - 
 - 

785,434,432      

Ordinary 
units

No

Contributed
capital

$

Units issued
Units redeemed
Return of capital

879,122,759      

TCI* for the year

798,621,273      
 - 
 - 

(13,186,841)
 - 

879,122,759      Balance - 30 June

Balance - 1 Jul

Pacific First Mortgage Fund

Net asset value per unit
Cents per unit as at 30 June
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2015 2014
$ $

(3,984,344) (18,424,767)

4,748,018    20,550,492   
(4,337,334) (6,159,251)

755,209       (1,116,336)
(559,679) 176,796        

(16,041) (454)
(3,394,171) (4,973,520)

(a)

(b)

(c)

i.

2015 2014
$ $

 - 1,331,470     
986,834       (368,238)
986,834       963,232        
756,245       200,688        

1,743,079    1,163,920     

Note 11 Reconciliation of cash flows from operating activities

Note 12 Related party transactions

Responsible Entity

Key management personnel

Adjustments for:
Net loss on fair value adjustments
Interest revenue - mortgage loans

Changes in operating assets and liabilities:
Decrease/(increase) in trade and other receivables
(Decrease)/increase in trade and other payables

Net cash used in operating activities

Loss for the year attributable to unitholders

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Adjustments for:
Decrease in trade and other payables

Transactions recorded in the statement of profit or loss and other comprehensive income

Expenses reimbursed (iii)

Responsible Entity management fees - reduction (ii)

Transactions between related parties are on normal commercial terms and conditions no more favourable than
those available to other parties unless otherwise stated.

The following transactions occurred with related parties:

Expenses
Responsible Entity management fees - gross (i)

No compensation is paid to the Directors of the Responsible Entity or to the key personnel of the Responsible
Entity by the Scheme.

The Scheme does not employ personnel in its own right. However it is required to have an incorporated
Responsible Entity to manage the activities of the Scheme. The Executive Directors of the Responsible Entity
are key personnel of that entity and their names are Rodger I Bacon, John C Barry, Philip A Ryan and Peter
Arnold. The Responsible Entity also has two Non-Executive Directors being Robert M Willcocks and Rohan C
Butcher.

The Responsible Entity is entitled to a management fee which is calculated as a proportion of total gross assets
of the Scheme. 

The Responsible Entity of the Pacific First Mortgage Fund is Trilogy Funds Management Limited ABN 59 080
383 679. City Pacific Limited ceased to act as Responsible Entity of the Scheme on 7 July 2009.

Transactions with related parties
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(c)

ii.

2015 2014
$ $

 - 87,994          

(d)

(e)

(f)

Note 13 Financial risk management

Related party investments held by the Scheme

Key management personnel loan disclosures

Other transactions within the Scheme

The Board of Directors of the Responsible Entity has overall responsibility for the establishment and oversight of
the Scheme’s risk management framework.

(ii) The Responsible Entity has only brought to account a reduced management fee in accordance with its
commitment to firstly return $0.04 per unit to unitholders in April 2011, and a further $0.04 per unit in October
2011. At both of those times a reduced payment of only $0.01 per unit was paid to unitholders. Accordingly, the
Responsible Entity has excluded the unpaid portion of the scheduled capital repayments from the gross asset
value of the Scheme for purposes of calculating the management fee. This adjustment has been reduced as
further capital has been returned to unitholders.
(iii) The Responsible Entity incurs costs on behalf of the Scheme for which it is reimbursed in accordance with
the Constitution.

The Scheme has no investment in the Responsible Entity or its associates (2014: nil).

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Note 12 Related party transactions (continued)

Transactions with related parties (continued)

Balances recorded in the statement of financial position

Trade and other payables (i)(ii)(iii)

(i) The Responsible Entity is entitled to a management fee of 1.50% p.a. (plus GST less RITC) calculated on the
monthly gross asset value of the Scheme.

Overview

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to the key management
personnel or their personally related entities at any time during the reporting period.

Apart from those details disclosed in this note, no Director has entered into a material contract with the Scheme
from inception to the end of the financial year and there were no material contracts involving Directors' interests
subsisting at year end.

The Scheme's assets principally consist of investments in cash. The Scheme previously also held loans secured
by registered first mortgages over real property, however all such loans have been realised during the year. It
holds these investment assets at the discretion of the Responsible Entity in accordance with the Scheme’s
Constitution and PDS.

Specific financial risk exposures and management
The main risks the Scheme is exposed to through its financial instruments are credit risk, liquidity risk,
operational risk and market risk relating to interest rate risk.

The nature and extent of the financial instruments employed by the Scheme are discussed below. This note
presents information about the Scheme's exposure to each of the above risks, the Scheme's objectives, policies
and processes for measuring and managing risk.
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(a)

Note 2015 2014
$ $

6 48,951          816,684        
7  - 66,614,555   

48,951          67,431,239   

% of total No. of loans $ % of total
N/A 2                   70,184,545   23.51            
N/A 6                   228,301,046 76.49            
N/A 8                   298,485,591 100.00          

Mortgage assets

Mortgage loans

Credit risk

Queensland
Victoria
Total

The Board is responsible for developing and monitoring the Scheme's risk management policies. The
Responsible Entity's risk management policies are established to identify and analyse the risks faced by the
Scheme, including those risks managed by the Responsible Entity, to set appropriate risk limits and controls,
and to monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Scheme’s activities.

Trade and other receivables

Total financial assets

Financial assets

The Scheme's remaining mortgage loans were all realised during the year and accordingly the Scheme is no
longer exposed to credit risk on its mortgage assets. The following disclosures are applicable to the mortgage
loans held as at 30 June 2014.

As at 30 June 2014 the Scheme's mortgage assets were predominantly construction and development loans
which require a high degree of experience in their assessment and management. A concentration of credit risk
exists in respect of mortgage loans with a total of 6 loans each representing greater than 5.00% of total loans
before impairment losses as at 30 June 2014. The largest single loan represents 36.75% of total loans before
impairment losses. The average loan size was $37,310,699.

The Scheme's exposure to credit risk for mortgage loans (before impairment) at the reporting date by
geographical location, is as follows:

2014
$No. of loans

2015

N/A N/A
N/A N/A
N/A N/A

Note 13 Financial risk management (continued)

Specific financial risk exposures and management (continued)

The Responsible Entity’s Compliance Committee and its Audit, Compliance and Risk Management Committee
oversees how management monitors compliance with the Scheme’s risk management policies and procedures
and reviews the adequacy of the risk management framework in relation to the risks faced by the Scheme.

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Scheme and cause a loss. The Responsible Entity manages the
exposure to credit risk on an ongoing basis.

The carrying amount of the Scheme's financial assets represents the maximum credit exposure. The Scheme's
maximum exposure to credit risk at the reporting date is as follows:

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015
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(a)

% of total No. of loans $ % of total
N/A 2                   37,878,979   12.69            
N/A 4                   122,023,010 40.88            

N/A 1                   109,701,717 36.75            
N/A 1                   28,881,885   9.68              
N/A 8                   298,485,591 100.00          

% of total No. of loans $ % of total
N/A 2                   98,814          0.14              
N/A  -  -  - 
N/A  -  -  - 
N/A 6                   71,613,288   99.86            
N/A 8                   71,712,102   100.00          N/A N/A

As at 30 June 2014 6 loans were past due with principal and interest outstanding of $50,613,544, after
impairment losses. Of the past due amounts, nil were less than 3 months past due and $50,613,544 was
greater than 12 months past due.

Loans secured by property at Martha Cove, Victoria
The Scheme held mortgage loans and interest receivable (after impairment losses) secured by registered first
and second mortgages over land situated at Martha Cove, Victoria up until the sale of the underlying security
assets on 20 May 2015. The recoverability of these loans was supported by independent valuations, offers
received from interested parties, appraisals from real estate agents, actual sales prices realised and estimates
from the Investment Manager as to the fair value of the security property on an orderly realisation basis.

In the normal course of business the Scheme originated loans to borrowers on average terms of 12 to 18
months.

Historically, on completion of a project being developed, sales would fully repay or substantially reduce the debt,
leaving a residual balance secured by completed developments. The borrower would then refinance the residual
debt with lenders more amenable to that style of lending.

Market conditions however contributed to a reduced level of pre sales in projects and also to an increase in pre
sales not following through to settlement across the residential market in Australia. The credit markets also saw
a large reduction in financiers' appetite and ability to take on residual debt (particularly when secured by unsold
stock).  As a result of these factors a number of borrowers requested an extension of the term of their facilities. 

No loans were renegotiated by the Scheme during the current or prior year.

In situations where the borrower could service the loan or otherwise perform its obligations pursuant to the loan
facility the Scheme took possession of the security with a view to mitigating the risks associated with the default
of the borrower and maximising the recovery from the underlying security (thereby minimising the resulting loss
from the loan).

3 to 6 months N/A N/A
6 to 12 months N/A N/A
> 12 months N/A N/A

The ageing of interest receivable (before impairment) at the reporting date is as follows:
2015 2014

No. of loans $
< 3 months N/A N/A

Total

N/A

Land N/A N/A
N/A N/A

The Scheme's exposure to credit risk for mortgage loans (before impairment) at the reporting date by loan, is as
follows:

Residential 
development N/A N/A

Land N/A N/A

30 June 2015

2015 2014
No. of loans $

Commercial N/A

Note 13 Financial risk management (continued)

Credit risk (continued)

Pacific First Mortgage Fund
Notes to the financial statements
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(a)

(b) Liquidity risk

The Scheme does not hold any undrawn loan commitments for loans approved and is not in default.

The properties located at Martha Cove were held in structures that were both cumbersome and complex in
nature and involved the interests of other financiers, as well as the Scheme. In December 2014 Mr Ken
Whittingham of PPB Advisory, jointly appointed receiver and manager of the Martha Cove precinct of securities
commenced a broad based sales campaign seeking expressions of interest to purchase the Martha Cove
securities. As part of this process the Scheme's Investment Manager declared an interest with one of the
prospective purchasers. As such measures were taken to exclude the Investment Manager from any
involvement in the selling process. 

Final bids were received at the end of February 2015 and the Responsible Entity ultimately accepted an offer of
$43,000,000. The offer was the highest bid and presented the most favourable terms and was therefore
considered to be in the best interests of unitholders.

Loans secured by property at Martha Cove, Victoria (continued)

30 June 2015

Note 13 Financial risk management (continued)

Credit risk (continued)

Pacific First Mortgage Fund
Notes to the financial statements

During October 2008, City Pacific Limited (Receivers and Managers Appointed) (In Liquidation), the previous
Responsible Entity of the Scheme (Former Responsible Entity), determined that the Scheme was a non-liquid
registered managed investment scheme in accordance with the Constitution and the Act. As a non-liquid
registered managed investment scheme, existing redemption requests are extinguished and the process for
future redemptions will operate in accordance with the Act.

Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations as they fall due. The
Scheme's approach to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity to
meet its liabilities when due, under normal conditions, without incurring unacceptable losses or risking damage
to the Scheme's reputation.

The Scheme’s liquidity risk is managed on a weekly basis by reviewing three monthly cash flow forecasts,
monitoring the Scheme's timing of asset sales together with outflows associated with its operations, as well as
ensuring the Scheme's finance facility covenants are being met. The Scheme’s overall liquidity risks are
monitored on a monthly basis by the Board of Directors.

Marina Cove Pty Limited (Receivers and Managers Appointed) (In Liquidation) (Marina Cove) is wholly-owned
by CP1 Limited (Receiver Appointed) (CP1 Limited) and the owner of a largely unimproved property
development at Martha Cove (comprising vacant and/or rural land, marina berth and other marine facilities)
comprising the security for the loans and interest receivable noted above. In addition to Marina Cove, several
other development companies own property interests at Martha Cove, some of which had sourced finance from
other financiers and had pledged mortgage security over property located at Martha Cove, which in some
instances ranked ahead of the Scheme's security.  

CP1 Limited, Marina Cove and certain other development companies (all of which are under external
administration) whose debt to the Scheme was secured by land at Martha Cove were in breach of the finance
facilities provided by the Scheme and other financiers.
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(b)

Contractual 
cash flows < 3 months 3-6 months 6-12 months

$ $ $ $

Financial liabilities
   53,444,498                   -                     -       53,444,498 
     1,443,897      1,443,897                   -                      -   
   54,888,395      1,443,897                   -       53,444,498 

Financial liabilities
                  -                     -                     -                      -   
   70,615,683                   -                     -       70,615,683 
     1,165,393      1,165,393                   -                      -   
   71,781,076      1,165,393                   -       70,615,683 

(c)

•

•

(d)

i.

The tables below reflect an undiscounted contractual maturity analysis for financial liabilities.  

Carrying 
amount

     70,615,683 

Unitholder funds
Trade and other payables

Borrowings (i)
Unitholder funds

     53,444,498 

                    -   

       1,443,897 
     54,888,395 

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Note 13 Financial risk management (continued)

Liquidity risk (continued)

The Scheme’s objective was designed to provide investors with regular income from a pool of high yielding
mortgage loans secured by registered first and second mortgages over real property and in certain
circumstances collateral security, however given, amongst other things, the default by developers, the reduction
in the market values and the inability to sell assets at reasonable prices the Scheme is currently unable to
provide distributions to investors.

Interest rate risk

The Scheme is no longer geared following the payout and closure of its finance facility of 25 July 2013.

ensure sufficient capital resources to support the Scheme's operational requirements.

Market risk

The Scheme's capital management strategy seeks to maximise the return of capital to unitholders through
optimising the level and use of capital resources and the mix of debt funding.

The Scheme's capital management objectives aim to:

Market risk is the risk that changes in market prices, such as interest rates, will affect the Scheme’s income or
the value of its holdings of financial instruments. Market risk embodies the potential for both loss and gains.
The objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return on risk.

The Scheme has no financial liabilities as at 30 June 2015 (2014: nil) and therefore has no exposure to interest
rate risk.

Trade and other payables        1,165,393 
     71,781,076 

(i) The Scheme's debt was extinguished on 25 July 2013 and as a result the finance facility has been closed.

Capital management

ensure that the Scheme complies with capital and distribution requirements of its Constitutions and PDS; 
and

2014

$
2015
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(d)

Profit / Unitholder
(loss) funds

$ $

629,575        629,575        
(629,575) (629,575)

863,418        863,418        
(863,418) (863,418)

ii.

(e)

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

Note 13 Financial risk management (continued)

The aggregate fair values and carrying amounts of financial assets and liabilities are disclosed in the statement
of financial position and in the notes to the financial statements.

Fair value estimation

Note 14 Custodian of the Scheme

Interest rate sensitivity analysis

The relationship between the custodian and Responsible Entity is set out in the Custodial Agreement.

The fair values of financial assets and liabilities approximate their carrying value. No financial assets or
liabilities are readily traded on organised markets in standardised form.

The Scheme’s custodian is The Trust Company (Australia) Limited. The custodian holds title to the assets of
the Scheme in its name on behalf of the Scheme. The total value of assets held by the custodian at cost as at
30 June 2015 totals $54,888,395 (2014: $374,553,791).

The Scheme's remaining mortgage loans, secured by registered first and second mortgages over real property
in Australia, were all realised during the year. Prior to the realisation, the majority of the Scheme's financial
assets were subject to property value risk in the prevailing levels of market property values.  

The Scheme's financial assets are subject to variable interest rates. The following table indicates the impact on
how profit and equity values reported at the end of the financial year would have been affected by a 1.00%
increase/decrease in interest rates during the year.

2015
Financial assets*
+1.00% in interest rates
-1.00% in interest rates

2014
Financial assets*
+1.00% in interest rates
-1.00% in interest rates

* Includes cash and cash equivalents and mortgage loans (net of impairment losses).

Property value risk

Market risk (continued)

The custodian is entitled to an annual administration fee of $15,000 (plus GST) (2014: $15,000 (plus GST)),
which is paid by the Scheme.
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The Responsible Entity is pursuing a claim against former credit committee members and directors of the
Former Responsible Entity.

Claim against Minter Ellison Gold Coast 

The Responsible Entity's claim alleges that, in entering into this co-lending arrangement, the Former
Responsible Entity failed to adhere to the Scheme’s Constitution and Product Disclosure Statement, and was
therefore in breach of the Corporations Act 2001. The Responsible Entity contends that by reason of Minter
Ellison’s involvement in the alleged contravention of the Corporations Act it ought to compensate the Scheme
for losses suffered in connection with the SP Marina loan.

The claim was served on Minter Ellison on 3 April 2014 with the first directions hearing taking place before 
Justice Jacobson in Sydney on 8 May 2014. Evidence was filed by the Responsible Entity on 13 October 2014, 
following a directions hearing, with Minter Ellison ordered to lodge their evidence by 11 December 2014. A 
further directions hearing took place on 11 February 2015 and a trial was provisionally set down for two weeks 
in July 2015. A cross-claim was subsequently filed by Minter Ellison against their professional indemnity insurers 
which resulted in the trial being delayed until 12 October 2015. However, prior to the trial the matter was 
referred to mediation on 9 September 2015 at which a settlement agreement was reached. The settlement 
agreement requires the Scheme be paid $13.5 million in full satisfaction of its claim against Minter Ellison. 

Note 15 Litigation and contingent liabilities

Class action law firm Maurice Blackburn has been retained by the Responsible Entity to act for the Scheme.
The original $60 million claim was filed on 27 April 2012 in the Federal Court in Sydney. The claim alleges
breaches by the former directors and officers of their statutory duties under the Corporations Act 2001. At the
centre of the original claim were loans provided by the Former Responsible Entity to borrowing entities Bullish
Bear Holdings Pty Ltd (Receiver and Manager Appointed) (In Liquidation) (Bullish Bear) and Atkinson Gore
Agricultural Pty Ltd (Receiver and Manager Appointed) (AGA) between 2006 and 2009, which culminated in
substantial losses to the Scheme.

Claim against former directors and officers of City Pacific Limited 

Pacific First Mortgage Fund
Notes to the financial statements
30 June 2015

On 22 May 2013 the Responsible Entity narrowed its original claim by removing the $16.9 million (plus interest)
claim in respect of the Bullish Bear loan facility to focus on the core claims arising from loan advances made to
AGA, which amount to $37.1 million (plus interest). The Responsible Entity was able to resist an application
lodged by the defendants on 15 May 2013 to transfer the action to the Supreme Court of Queensland, where a
separate action is pursued by the Responsible Entity against the guarantors of the Bullish Bear loan facility.

The initial phase of the matter commenced on 10 March 2014 and was conducted over an 8-day period (Initial
Hearing) before his Honour Justice Wigney in the Federal Court in Sydney. The Initial Hearing dealt with
matters relating to lending decisions made by former directors and officers of the Former Responsible Entity in
regard to the Scheme’s loan to AGA. 890 documents, comprising over 9,300 pages, were tendered to the court
in the Initial Hearing. The issues addressed in the Initial Hearing included the conduct of former directors and
officers at the time of approving increases in the AGA facility and the decision process undertaken by them.

Subsequent hearings of the trial took place before Justice Wigney over two three-day periods, commencing 15
April 2014 and 2 June 2014, with closing oral submissions being heard on 16, 17 and 18 July 2014. Justice
Wigney's judgement on the matter has been reserved to a date to be advised. It is anticipated that judgement
will be handed down prior to the end of the calendar year. 

On 2 April 2014 Maurice Blackburn lodged a claim for the Responsible Entity on behalf of the Scheme against
law firm Minter Ellison Gold Coast (Minter Ellison). The claim was made in respect of losses sustained by the
Scheme following a co-lending transaction in favour of SP Marina Pty Ltd (In Liquidation) (SP Marina) in relation
to the purchase of “Mariner’s Cove Marina” (Asset 32), located at 60-70 Seaworld Drive, Main Beach,
Queensland (Mariner’s Cove). 
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On 15 September 2015 the Responsible Entity processed a further return of capital to unitholders at a rate of 
$0.0444 per unit, totalling $39,033,050. 

The Scheme has received a number of claims against it by various borrowers. While a number of these claims
have now been dealt with there remains one still outstanding. None of the claims concluded to date have
resulted in any material liabilities against the Scheme.

Court proceedings against KPMG

Claims against the Scheme

As advised to unitholders in recent correspondance, a claim against KPMG was filed in the Federal Court 
relating to their role as compliance plan auditor of the Scheme. To ensure any potential action could be pursued 
and not time barred following KPMG’s 2008 compliance plan audit, it was considered in the best interests of the 
Scheme to file the claim. As further investigations take place the Responsible Entity is currently assessing the 
particulars of the claim and reviewing the best course of action. 

Other than the item noted above and the matters described in Note 15 Litigation and contingent liabilities, and in
particular the resolution of the litigation against Minter Ellison Gold Coast, there has not arisen in the interval
between the end of the financial year and the date of this report any item, transaction or event of a material and
unusual nature likely, in the opinion of the Responsible Entity, to affect significantly the operations of the
Scheme, the results of those operations, or the state of affairs of the Scheme, in future financial years.

Note 16 Events subsequent to reporting date

Litigation and contingent liabilities (continued)Note 15

30 June 2015
Notes to the financial statements
Pacific First Mortgage Fund
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(a)

(i)

(ii)

(b)

(c)

Philip A Ryan John C Barry

Pacific First Mortgage Fund
Directors' declaration

In the opinion of the Directors of Trilogy Funds Management Limited (Responsible Entity), the Responsible
Entity of Pacific First Mortgage Fund (Scheme):

The financial statements and notes, as set out on pages 9 to 30 are in accordance with the
Corporations Act 2001, including:

giving a true and fair view of the Scheme's financial position as at 30 June 2015 and of its
performance, for the financial year ended on that date; and

complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001;

the financial report also complies with International Financial Reporting Standards as disclosed in Note
2; and

There are reasonable grounds to believe that the Scheme will be able to pay its debts as and when they
become due and payable.

Signed in accordance with a resolution of the Board of Directors of the Responsible Entity.

Executive Director Executive Director

Brisbane Brisbane
29 September 2015 29 September 2015
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INDEPENDENT AUDITOR’S REPORT  

 

To the unitholders of Pacific First Mortgage Fund 

 

Report on the Financial Report  

We have audited the accompanying financial report of Pacific First Mortgage Fund, which comprises the 

statement of financial position as at 30 June 2015, the statement of profit or loss and other 

comprehensive income and statement of cash flows for the year then ended, notes comprising a 

summary of significant accounting policies and other explanatory information, and the directors’ 

declaration of the responsible entity for the fund.   

Directors’ Responsibility for the Financial Report  

The directors of Trilogy Funds Management Limited as responsible entity for Pacific First Mortgage 

Fund are responsible for the preparation of the financial report that gives a true and fair view in 

accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal 

control as the directors determine is necessary to enable the preparation of the financial report that 

gives a true and fair view and is free from material misstatement, whether due to fraud or error. In 

Note 2(a), the directors also state, in accordance with Accounting Standard AASB 101 Presentation of 

Financial Statements, that the financial statements comply with International Financial Reporting 

Standards.  

Auditor’s Responsibility  

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our 

audit in accordance with Australian Auditing Standards. Those standards require that we comply with 

relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 

reasonable assurance about whether the financial report is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial report. The procedures selected depend on the auditor’s judgement, including the 

assessment of the risks of material misstatement of the financial report, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the scheme’s 

preparation of the financial report that gives a true and fair view in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the responsible entity’s internal control. An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting estimates made by 

the directors, as well as evaluating the overall presentation of the financial report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinion. 
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Independence 

In conducting our audit, we have complied with the independence requirements of the Corporations 

Act 2001. We confirm that the independence declaration required by the Corporations Act 2001, which 

has been given to the directors of the responsible entity, would be in the same terms if given to the 

directors as at the time of this auditor’s report.  

Opinion 

In our opinion: 

A. the financial report of Pacific First Mortgage Fund is in accordance with the Corporations Act 2001, 

including: 

(i) giving a true and fair view of the scheme’s financial position as at 30 June 2015 and of its 

performance for the year ended on that date; and 

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001; and 

B. the financial report also complies with International Financial Reporting Standards as disclosed in 

Note 2(a).  

Emphasis of Matter Regarding Orderly Realisation of Assets and Settlement of 
Liabilities 

The financial statements for the year ended 30 June 2015 have not been prepared on a going concern 

basis. It is the directors’ intention to wind-up the Scheme following an orderly realisation of the 

Scheme’s assets and settlement of its liabilities over a period of time.  

During the year, all of the loans were realised and funds were distributed to unitholders. 

The scheme has not been wound up yet as the responsible entity is engaged in litigation. Upon 

resolution of this litigation, any proceeds from litigation and all other available funds will be 

distributed to the unitholders and the scheme will be wound up. 

As a result, the financial statements have been prepared on an orderly realisation basis.  

 

BDO Audit Pty Ltd 

 

 

 

 

P A Gallagher 

Director 

 

Brisbane, 29 September 2015 
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