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Dear Unitholder,

We are pleased to advise that a return of capital payment totaling $8.79 million has been processed.  All Pacific 

First Mortgage Fund (Fund) Unitholders on the register as at 26 March 2012 will receive a capital repayment 

of $0.01 per ordinary unit held. Unitholders will either receive a cheque or have their nominated bank account 

credited as per their current payment preference. 

Given ongoing difficulty in selling the Fund’s underlying assets in a market of declining values and limited 

purchaser interest, we target to return a further $0.02 per unit by 30 June 2012. We emphasise that this is a target 

and that market conditions may prevent this payment from being made in full and/or by the targeted date. Be 

assured, however, that we will work very hard to achieve this target.

31 December 2011 – Interim Financial Report 
Please find enclosed your copy of the Interim Financial Report for the Fund. The Fund’s auditors have reviewed 

the financial report and have concluded they present a true and fair view of the Fund’s financial position and 

financial performance for the six months ended 31 December 2011, as well as confirming they comply with the 

Corporations Act 2001 and applicable Accounting Standards. 

The gross asset value of the Fund as at 31 December 2011 was $223.7 million, which includes additional 

mortgage loan impairment losses of $77.9 million recorded during the period. This represents a net tangible asset 

value as at 31 December 2011 of $0.22 per unit. Please note that in addition Unitholders have received capital 

repayments of $0.06 per unit ($53.2 million).

The $0.09 decrease in unit value from 30 June 2011 is attributed to the $0.01 per unit return of capital payment 

made to Unitholders in September 2011 and a further $0.08 per unit, a result of the continued decline in the 

underlying security value of the Fund’s mortgage assets, the cost of the Fund’s finance facility and operating 

expenses of the Fund. 

The value of the Fund’s remaining assets is dominated by the related party loans entered into by the Fund’s 

previous responsible entity. Even though only 8 of the 22 remaining loans are associated with City Pacific Limited, 

for the period ending 31 December 2011 these particular loans had contributed to over 54% of the Fund’s 

mortgage impairments. This represents a decline of more than $0.05 per unit. 

These related party loans are mainly related to Martha Cove. The limited market interest in incomplete and/

or non-amalgamated developments at present will further affect the ability to return the capital contributed by 

Unitholders.
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Unfortunately the market for the Fund’s other major assets, located in South East Queensland, has not improved. 

An increase in mortgagee sales of similar assets in this market combined with limited available credit to assist with 

vacant land or development site purchases has contributed to the downgrade in values and the decrease in sales 

rates. As Unitholders would appreciate we are unable to influence the market, however we will continue to realise 

assets at fair value and do not believe a ‘fire sale’ strategy is appropriate.

Hardship
We are pleased to advise that all outstanding hardship relief payments for the hardship redemption periods 

ending 31 March 2011 and 30 September 2011 have now been made. A total of $755,909 was distributed, 

representing a redemption of 3,435,951 units at the net asset value per unit as at 31 December 2011. 

Confirmation of the redemption amount and the number of units redeemed will be provided to all hardship 

applicants.

As previously advised, the Fund’s hardship program has been suspended until further notice due to the liquidity 

constraints within the Fund. If you would like to register your interest to apply for hardship in a future period, 

should the program be resumed, please notify Balmain Trilogy in writing, providing your Unitholder number, 

name, address and contact number to Balmain Trilogy, GPO Box 548, Brisbane, QLD 4001.

CBA finance facility
As previously advised, and in line with the loan covenants, further principal repayments on the Fund’s core finance 

facility have taken place. This is required to ensure the finance facility does not exceed 10% of the Fund’s gross 

mortgage assets and is a direct result of asset devaluations, asset sales and the slowdown in mortgage asset 

realisations. 

A total principal repayment of $2.9 million was made during the six months ending 31 December 2011. A further 

two payments of $500,000 in January 2012 and $5.5 million in March 2012 has reduced the outstanding debt with 

the CBA to $21.1 million.  Further repayments may be required in the coming months as we continue to adhere to 

the Fund’s loan covenants. 

Martha Cove EOI
Balmain Trilogy continues discussions with shortlisted parties following the expression of interest campaign 

for the sale of Martha Cove. We are not in a position to publicly announce the details of the offers as they are 

commercially sensitive. We can advise that the offers included a range of structures from outright sale to complex 

joint ventures. We are working towards finalising negotiations in the next month, at which point we will update 

Unitholders.

Litigation 
As part of the Fund’s investigation into the examinable affairs of City Pacific Limited, Mr Phil Sullivan appeared 

in the Supreme Court of NSW in February 2012 to answer questions in relation to several transactions entered 

into by the Fund when City Pacific Limited was the responsible entity. Mr Sullivan was also examined in relation 

to his personal financial position. Following the examination, further documents were produced by Mr Sullivan in 

response to the production order issued to him.
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Further examination hearings were conducted in the Supreme Court of NSW on 19-21 March 2012 where Mr Ross 

Griffiths and Mr Mark Sutton (both of the CBA) and Mr Allan Titterton (of PPB Advisory) were examined on matters 

relating to various related party transactions. Those examinations can be continued in the next six months if 

Trilogy Funds Management Limited, as responsible entity of the Fund, determines any witness should be recalled 

to answer further questions.  

While we appreciate that this has been a lengthy process, these recent examinations have been an important 

part of the investigation of potential actions available to the PFMF.  We are now in a better position to determine 

appropriate causes of action that can be pursued by the Fund in recovering some of the losses that have been 

incurred by the Fund. 

We understand the reduction in the value of the Fund is both disappointing and frustrating. Unfortunately it is a 

direct result of the nature of the loans entered into by the previous manager and poor current market conditions. 

Please be assured we will continue to pursue all opportunities to have the assets realised quickly and at maximum 

value, enabling Balmain Trilogy to accelerate the repayment of capital to Unitholders.

Please do not hesitate to contact the Balmain Trilogy Client Services team on Freecall 1800 194 500 or email 

contact@balmaintrilogy.com.au should you have any questions. 

Yours sincerely 

 

Rodger Bacon Andrew Griffin 
Joint Chief Executive Joint Chief Executive
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