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Executive Director and Company Secretary

The impairment losses relate to an analysis of impaired mortgage loans during the period and at
balance date to reflect the fair value of mortgage loans and interest receivable on those loans.
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
properties and the period until funds are returned. In the current economic climate 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. 

Rodger I Bacon Executive Deputy Chairman

The names of the directors in office at any time during, or since the end of the period are:

Non-Executive DirectorRohan C Butcher

Name Position
Robert M Willcocks

A significant portion of the impairment losses recorded during the period is attributable to two
specific mortgage loans whose underlying security properties have proven difficult to realise due
to subdued demand in the regions in which they are located. A further contributing factor is the
continuing accrual of statutory costs (primarily, land tax and body corporate levies) in respect of
real property securing the Scheme's mortgage assets, chiefly in the state of Victoria. The slow
realisation process, due to market conditions, exacerbates the diminution of the security
properties due to the incremental accrual of statutory costs (which must be repaid in full on
settlement of sale transactions) and corresponding reduction in the net realisable value.

Review of operations

John C Barry Executive Director
Philip A Ryan

The net loss attributable to unitholders for the six months ended 31 December 2013 totalled
$12,418,152 (31 Dec 2012: loss $6,514,123). The loss for the period is primarily attributable to
impairment losses incurred on principal and interest balances of mortgage loans held by the
Scheme which amounted to $14,585,103 (31 Dec 2012: $9,218,143). The balance of impairment
losses is comprised of impairments to interest receivable of $2,697,994 (31 Dec 2012:
$5,364,289) and mortgage loan impairments of $11,887,109 (31 Dec 2012: $3,846,001).

Pacific First Mortgage Fund

Directors

Responsible Entity

Level 10
241 Adelaide Street, Brisbane, Queensland

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 six months ended 31 December 2013 and the auditor's report
thereon.

Directors' report

Brisbane Club Tower

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:

Independent Non-Executive Chairman

Financial overview
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Pacific First Mortgage Fund
Directors' report

Claim against former directors and officers of City Pacific Limited 
The Responsible Entity of the Scheme is pursuing a claim against former credit committee
members and directors of City Pacific Limited (Receivers and Managers Appointed) (In
Liquidation), the previous Responsible Entity of the Scheme (Former Responsible Entity).

During the period the Scheme established a new loan facility with an existing defaulting borrower,
Indigo (Martha Cove Marina Land Owner) Pty Ltd (Receivers and Managers Appointed) (Indigo)
at the request of Messr Ken Whittingham of PPB Advisory, jointly appointed receiver and
manager of Indigo. The funds were advanced to enable the acquisition of lots S22, S23 and S24,
located at 3 The Cove, Safety Beach Victoria (Commercial Precinct), which settled on 10
December 2013.

Acquisition of Commercial Precinct at Martha Cove

The acquisition of the Commercial Precinct enabled the reunification of the commercial heart of
Martha Cove, thereby bringing the entire relevant precinct under the control of the Scheme as a
cohesive land parcel. The Directors believe this re-amalgamation will significantly enhance the
number, value and quality of the Scheme's exit options and the acquisition was therefore
considered to be in the best interests of the Scheme and unitholders.

As at 31 December 2013 the total amount of funds advanced on the loan is $4,260,835.

Income distributions to unitholders were suspended in July 2008. Consequently no income
distributions were paid or payable to unitholders during the financial year (30 June 2013: $nil).

The Scheme's finance facility was extinguished on 25 July 2013, as a result the finance facility
has been closed.

Repayment of finance facility

Events subsequent to the end of the reporting period
There has not arisen in the interval between the end of the reporting period 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 periods.

Asset sales
The Investment Manager has progressed the orderly realisation of the underlying mortgage
security properties held by the Scheme. During the period $36,618,338 in gross asset sales were
realised prior to deducting sales commissions, GST (where applicable) and other disbursements
(chiefly, statutory costs) (30 June 2013: $27,827,781).

Review of operations (continued)

Class action law firm Maurice Blackburn has been retained to act for the Responsible Entity. A
$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 (Cth). 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.

Return of capital to unitholders

Litigation and contingent liabilities

The Responsible Entity made a further return of capital to unitholders during the period totalling
$4,395,614 ($0.005 per unit) (31 Dec 2012: $6,593,421). The return of capital did not result in
any redemption of units.

Distributions
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Pacific First Mortgage Fund
Directors' report

Philip A Ryan Roger I Bacon
Executive Director Executive Deputy Chairman

Brisbane Brisbane

Litigation and contingent liabilities (continued)

Claim against former directors and officers of City Pacific Limited (continued)

Dated: 14 March 2014

Auditor’s independence declaration

Dated: 14 March 2014

The Auditor’s independence declaration is set out on page 4 and forms part of the Directors’
report for the six months ended 31 December 2013.

This report is made in accordance with a resolution of the Directors of the Responsible Entity.

Full hearing in this matter commenced on 10 March 2014 in the Federal Court in Sydney before
Justice Wigney. The trial will be conducted over 2 stages, from 10 to 18 March 2014 (Initial
Hearing) and from 15 to 17 April 2014 (Subsequent Hearing).

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.
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Note 31 Dec 2013 31 Dec 2012
$ $

Revenue and other income
Interest revenues - mortgage loans 4,078,893  5,364,290 
Interest revenue - cash and cash equivalents 53,346  118,002 
Total revenue and other income 4,132,239  5,482,292 

Expenses
Auditor's remuneration (98,350) (79,920)
Impairment expense:
•  Trade and other receivables 4 (2,697,994) (5,364,289)
•  Investment property - (7,853)
•  Investment in financial assets - mortgage loans 5 (11,887,109) (3,846,001)
Legal fees (1,184,105) (1,297,686)
Other expenses (95,677) (283,769)
Responsible Entity management fees 8(a) (536,655) (652,429)

(16,499,890) (11,531,947)
Loss from operating activities before finance costs (12,367,651) (6,049,655)

Finance costs:
•  Amortisation of loan transaction costs - (39,589)
•  Interest expense (50,501) (424,879)

(50,501) (464,468)
Loss attributable to unitholders for the period (12,418,152) (6,514,123)

Other comprehensive income:
Other comprehensive income - - 
Total comprehensive loss for the period (12,418,152) (6,514,123)

Pacific First Mortgage Fund

For the six months ended 31 December 2013
Interim statement of profit or loss and other comprehensive income

The Interim statement of profit or loss and other comprehensive income is to be read in conjunction with the 
accompanying notes to the financial statements.
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31 Dec 2013 30 Jun 2013
$ $

Assets
Cash and cash equivalents 2,043,480  579,847 
Trade and other receivables 4 383,058  19,387 
Mortgage loans 5 78,949,738  101,028,087 
Total assets 81,376,276  101,627,321 

Liabilities
Trade and other payables 358,364  988,597 
Borrowings 6 -  2,807,046 
Total liabilities (excluding liabilities attributable to 
unitholders)  358,364  3,795,643 
Net assets attributable to unitholders 7 81,017,912  97,831,678 
Total liabilities  81,376,276  101,627,321 

The Interim statement of financial position is to be read in conjunction with the accompanying notes to the financial 
statements.

Pacific First Mortgage Fund

Note

As at 31 December 2013
Interim statement of financial position
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31 Dec 2013 31 Dec 2012
$ $

Cash flows from operating activities
Interest received - mortgage loans 546,772 - 
Interest received - financial institutions 53,346  129,722 
Responsible entity fees and other costs paid (573,578) (2,266,788)
Finance costs (59,083) (506,954)
Net cash used in operating activities (32,543) (2,644,020)

Cash flows from investing activities
Mortgage loan funds advanced (8,737,276) (2,094,036)
Mortgage loan funds repaid 17,436,112  13,384,845 
Proceeds from sale of investment property -  209,647 

Net cash provided by investing activities  8,698,836  11,500,456 

Cash flows from financing activities
Repayment of borrowings (2,807,046) (9,000,000)
Payments for return of capital (4,395,614) (6,593,421)
Net cash used in financing activities (7,202,660) (15,593,421)

Net increase/(decrease) in cash held 1,463,633 (6,736,985)
Cash and cash equivalents at beginning of period 579,847  9,527,617 
Cash and cash equivalents at end of period 2,043,480  2,790,632 

Pacific First Mortgage Fund

For the six months ended 31 December 2013

The Interim statement of cash flows is to be read in conjunction with the accompanying notes to the financial 
statements.

Interim statement of cash flows
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(a)

(a)

31 Dec 2013 30 Jun 2013

$ $
 82,820,704  93,278,721 
(82,465,295) (93,263,055)

 355,409  15,666 
 27,649  3,721 

 383,058  19,387 

(a)

Opening 
balance

Net charge 
for the period

Amounts 
written off

Closing 
balance

$ $ $ $
 93,263,055  2,697,994 (13,495,754) 82,465,295    
 93,263,055  2,697,994 (13,495,754) 82,465,295    

 118,760,876  10,199,025 (35,696,846)  93,263,055 
 118,760,876  10,199,025 (35,696,846)  93,263,055 

Statement of changes in equity
The scheme is not required to complete a Statement of changes in equity as all unitholders funds have been
classified as financial liabilities.  

30 Jun 2013
Interest receivables - mortgages

Movement in the provision for impairment of receivables is as follows:

The interim financial report has been prepared on an accruals basis and is based on historical cost modified by
the revaluation of selected non-current assets, and financial assets and financial liabilities for which the fair
value basis of accounting has been applied.

Note 4

Significant accounting policiesNote 3
The accounting policies and methods of computation applied by the Scheme in this Interim financial report are
the same as those applied by the Scheme for the year ended 30 June 2013.

Interest receivables - mortgages
31 Dec 2013

Interest receivable - mortgages

Basis of preparation

Notes to the interim financial statements

Note 2

Statement of compliance
The interim financial report is a general purpose financial report which has been prepared in accordance with
AASB 134 Interim Financial Reporting and the Act.  

The interim financial report does not include all of the information required for a full Annual financial report, and
should be read in conjunction with the annual financial report of the Scheme as at and for the year ended 30
June 2013.

Pacific First Mortgage Fund

For the six months ended 31 December 2013

Reporting entityNote 1
The Pacific First Mortgage Fund (Scheme) is a registered managed investment scheme under the
Corporations Act 2001 (Act). The Scheme was constituted on 23 June 1998 and will terminate on 23 June
2078 unless terminated in accordance with the Constitution. The financial statements of the Scheme are for
the six months ended 31 December 2013, 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 liabilites are presented in decreasing order of
liquidity and are not distinquished between current and non current.

Trade and other receivables

Impairment losses

Other receivables

The Responsible Entity considers that, based on evidence available as at 31 December 2013, the net impaired
interest on remaining mortgage loans should be recovered in full and accordingly no further impairment losses
are required to be recorded.

Impaired receivables
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Notes to the interim financial statements
Pacific First Mortgage Fund

For the six months ended 31 December 2013

(b)

31 Dec 2013 30 Jun 2013

$ $
Mortgage loans

Held directly:
 331,208,926  369,386,192 
(252,259,188) (268,358,105)

 78,949,738  101,028,087 

 331,208,926  369,386,192 
 331,208,926  369,386,192 

Mortgage loans (i)

The ongoing volatility in Australia’s property markets (particularly those pockets in which the properties
securing the Scheme's residual mortgage assets are located) may negatively impact asset values in the future,
however, these financial statements set out the financial position as at the reporting date based on available
evidence and accounting estimates.

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

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

As at 31 December 2013, as part of the balance date review procedures, the Scheme recorded impairment
losses in respect of mortgage loans of $11,887,109 (30 Jun 2013: $7,656,478) for the period. During the
period, 5 mortgage loans (30 Jun 2013: 8) were repaid in full or in part from the sale of underlying security
properties or refinance, resulting in realised impairment losses of $27,986,026 (30 Jun 2013: $155,149,736) in
respect of mortgage loans.

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

Maturity analysis

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 years.

Impairment losses

Investment in financial assets

On a regular basis or when warranted by the circumstances, the Directors also seek 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
can be a difficult exercise. This is especially so in the case of specialised, unusual or unique assets, such as
those properties securing the Scheme's mortgage assets at Martha Cove .  

Note 5

In the case of undeveloped and specialised land (industrial, peripheral and coastal in particular), there have
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.).

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

Not longer than 3 months

Note 4 Trade and other receivables (continued)

In the current economic climate 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. 

Property markets

Total mortgage loans before impairment
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Notes to the interim financial statements
Pacific First Mortgage Fund

For the six months ended 31 December 2013

Opening 
balance

Net charge 
for the period

Amounts 
written off

Closing 
balance

$ $ $ $
268,358,105   11,887,109 (27,986,026) 252,259,188  
 268,358,105  11,887,109 (27,986,026) 252,259,188  

 415,851,363  7,656,478 (155,149,736) 268,358,105  
 415,851,363  7,656,478 (155,149,736)  268,358,105 

(a) Impaired mortgage loans

(b)

31 Dec 2013 30 Jun 2013
Finance facility (Commercial bills) $ $
Multi option facility -  2,807,046 

-  2,807,046 

Ordinary 
units

Contributed 
Capital

Accumulated 
Profit

Ordinary 
units

Contributed 
Capital

Accumulated 
Profit

No $ $ No $ $

 879,122,759  807,412,501    97,831,678  879,122,759  814,005,922 116,737,668 

- - - - - - 

- (4,395,614) (4,395,614) - (6,593,421) (6,593,421)
- - (12,418,152) - - (12,312,569)

 879,122,759  803,016,887  81,017,912  879,122,759  807,412,501 97,831,678 

The net asset value per unit are:
0.09
0.11

Cents per unit as at 31 December 2013

Balance at end of 
period

Cents per unit as at 30 June 2013

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

31 Dec 2013

Mortgage loans

Note 7

Borrowings

Net asset value per unit

Note 6

31 Dec 2013 30 Jun 2013

The Responsible Entity considers that, based on evidence available as at 31 December 2013, and subject to
market conditions, the net impaired principal on remaining mortgage loans should be recovered in full and
accordingly no further impairment losses are required to be recorded.

Refer Note 4(b) for commentary surrounding the impact of property markets on the carrying value of assets
recorded by the Scheme.

TCI* for period

Balance at 
beginning of period

Units issued: 

Units redeemed

Return of capital

* TCI = Total comprehensive income

30 Jun 2013

The Scheme's finance facility was extinguished on 25 July 2013, as a result the finance facility has been
closed.

Note 5 Investment in financial assets (continued)

Property markets

Mortgage loans
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Notes to the interim financial statements
Pacific First Mortgage Fund

For the six months ended 31 December 2013

(a)

i.

31 Dec 2013 31 Dec 2012
$ $

 358,527  511,620 
 178,128  140,809 
 536,655  652,429 
 41,730  101,165 

 578,385  753,594 

ii. Balances recorded in the Interim statement of financial position
 178,128  140,809 
 53,233 - 

 231,361  140,809 

Related party transactions

(b)

(a)

Net asset value per unit (continued)

(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.

Responsible Entity management fees payable

Responsible Entity management fees paid (i)

Transactions with related parties:

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

Related party transactions

Note 7
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.

Note 8

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

As at 31 December 2013, 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. The
recoverability of these loans is supported by independent valuations, offers received from interested parties,
appraisals from real estate agents, actual sales prices realised and estimates from management as to the fair
value of the security property on an orderly realisation basis.

The Scheme's financial risk management objectives and policies are consistent with those disclosed in the
Annual financial report as at and for the year ended 30 June 2013.

Loans secured by property at Martha Cove

Credit risk

Note 9

Trade and other payables

The following transactions occurred with the Responsible Entity:

All transactions with related parties are conducted on normal commercial terms and conditions. There have
been no guarantees provided or received for any related party receivables.

Financial risk management

Units in the Scheme held by other related parties

Responsible Entity management fees payable (i)

(ii) The Responsible Entity incurs costs on behalf of the Scheme for which it is reimbursed.

Expenses reimbursed (ii)

As at 31 December 2013 no Directors of the Responsible Entity held units in the Scheme (30 Jun 2013: nil).
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Notes to the interim financial statements
Pacific First Mortgage Fund

For the six months ended 31 December 2013

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

Loans secured by property at Martha Cove (continued)

The Responsible Entity of the Scheme is pursuing a claim against former credit committee members and
directors of City Pacific Limited (Receivers and Managers Appointed) (In Liquidation), the previous
Responsible Entity of the Scheme (Former Responsible Entity).

Claim against former directors and officers of City Pacific Limited 

Full hearing in this matter will commence on 10 March 2014 in the Federal Court in Sydney before Justice
Wigney. The trial will be conducted over 2 stages, from 10 to 18 March 2014 (Initial Hearing) and from 15 to 17
April 2014 (Subsequent Hearing).

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.

Class action law firm Maurice Blackburn has been retained to act for the Responsible Entity. A $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 (Cth). 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.

Note 10 Litigation and contingent liabilities

Financial risk management

The properties located at Martha Cove are held in structures that are both cumbersome and complex in nature
and involve the interests of other financiers, as well as the Scheme. The Responsible Entity undertook an
international expressions of interest (EOI) campaign over various underlying mortgage security assets located
at Martha Cove in order to sell them in February 2013. As at 31 December 2013, 4 of the 9 Precincts forming
the Martha Cove asset portfolio were either subject to contracts of sale on varying terms or had been divested
in full, whilst others were being actively marketed for sale. In addition, several parties have indicated their
interest to purchase the remaining Precincts and negotiations continue with these parties with a view to
entering into formal sale arrangements which the Responsible Entity considers to be in the best interests of the
unitholders of the Scheme.

The adopted carrying value of the Martha Cove securities as at 31 December 2013 is reflective of the interests
received to date and subsequent to the end of the financial year (including the time value of money, selling
costs and other disbursements, primarily statutory costs). The terms of these offers on the purchase of Martha
Cove have not been disclosed as they are commercially sensitive.

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 have sourced finance
from other financiers and have pledged mortgage security over property located at Martha Cove, which in
some instances ranks ahead of the Scheme's security.  

Note 9
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Notes to the interim financial statements
Pacific First Mortgage Fund

For the six months ended 31 December 2013

The Directors consider that the fair value of financial assets and liabilities of the Scheme are represented by
the their carrying amount given their variable interest rates and short term maturity.

Note 10 Fair values

There has not arisen in the interval between the end of the reporting period 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 periods.

Note 11 Events subsequent to reporting date
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(a)

(i)

(ii)

(b)

Philip A Ryan Rodger I Bacon
Executive Director Executive Deputy Chairman

Dated: 14 March 2014
Brisbane Brisbane
Dated: 14 March 2014

Pacific First Mortgage Fund

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

The attached financial statements and notes, as set out on pages 5 to 13, are in
accordance with the Corporations Act 2001, inluding;

Signed in accordance with a resolution of the Directors.

giving a true and fair view of the Scheme's financial position as at 31 December 2013
and of its performance for the half year ended on that date; and
complying with Accounting Standard AASB 134 Interim Financial Reporting and the
Corporations Regulations 2001 and other mandatory professional reporting
requirements; 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.

Directors' declaration
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