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Dear Unitholder, 
 
Please find enclosed the Pacific First Mortgage Fund Annual Financial Report (Accounts) for 
the year ended 30 June 2014.  The accounts have been independently audited and verified 
by BDO who confirmed the accounts have been prepared in accordance with applicable 
accounting standards and the Corporations Act 2001. 
 
The net assets of the Fund as at 30 June 2014 amounted to $70.61 million, a reduction of 
$10.40 million from 31 December 2013 ($81.01 million). The net asset value attributable to 
each unit at the end of the Reporting Period was 8.03 cents, a decrease of 1.18 cents per 
unit from 31 December 2013. This reduction stems primarily from a 1.00 cent per unit return of 
capital paid during the Reporting Period, together with further principal impairments booked 
in conjunction with the continuing accrual of legal fees, holding, statutory and other asset-
related costs. 
 
Litigation 
Federal Court proceedings against former City Pacific Limited (CPL) directors and officers 
The Federal Court proceedings in relation to the Fund’s claim against the former directors 
and officers concluded on 18 July 2014, following the presentation of oral closing submissions 
by counsel for each party. Justice Wigney has reserved judgement and whilst we are hopeful 
to have a decision in the coming months, there is no clear estimate as to when judgement 
will be handed down. 
 
 
 



 

 

 

 

 
 
 
 

 
 

 
Federal Court Proceedings against Minter Ellison 
In April 2014, Trilogy Funds lodged a claim in the Federal Court against law firm Minter Ellison 
in relation to the co-lending transaction of SP Marina. The claim was made in respect of loan 
losses sustained by the Fund in 2008. 
 
Evidence was filed by Trilogy Funds on 13 October 2014, following a directions hearing, the 
Respondent was ordered to lodge their evidence by 11 December 2014. With a further 
directions hearing scheduled for 11 February 2015, a Trial has been provisionally set down for 
two weeks in July 2015. However, the matter can now be referred to mediation, with any 
mediation to be completed by 3 April 2015. 
 
Court Proceedings against KPMG 
A Statement of Claim was filed on 25 September 2014 against KPMG in relation to their role 
as compliance auditor of the Fund. Advice has been received that potentially, subject to 
further investigation and review of several critical documents, KPMG may have breached its 
statutory duties in relation to the Constitution of the Fund. 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 Fund to file the claim.  Trilogy Funds will continue to 
explore all viable claims against previous service providers of the Fund. 
 
Asset update 
The management and realisation of the Fund’s remaining mortgage assets continues for fair 
market value.  The Fund now holds four (4) mortgage asset groups including the following: 

 Asset 20:  Vacant Industrial land in Victoria; 
 Asset 30: Vertical retirement village on the Gold Coast; 
 Asset 36, 37, 40 and 43: Residual, unsold Martha Cove precincts including the marina, 

residential and rural unzoned land and commercial lots; and 
 Asset 42: Performing Loan. 

 
Further information regarding the timing of the asset realisation is provided below:  

Asset 20 
Following an expression of interest campaign, the residual vacant Englobo industrial 
land lots in Braeside Victoria are now subject to a contract of sale entered into by the 
Receiver and Manager Appointed and a purchaser.   The contract for the sale of 
these assets (collectively known as Asset 20) occurred in July 2014 with a 6 month  
completion period.   Subject to performance of the purchaser, the Fund is scheduled 
to settle and realise this asset in early 2015. 



 

 

 

 

 
 
 
 

 
 

 
Asset 30 
In May 2014, an expression of interest campaign was undertaken by the Receiver and 
Manager.  Following receipt of a number of offers, three well qualified purchasers 
were pursued.  After several months of negotiations with these purchasers, contracts 
were finally exchanged at the highest offer and favourable terms in October 2014.  In 
accordance with the terms of the contract, settlement is scheduled to occur in April 
2015.  
 
Asset 36, 37, 40 and 43 (Residual Martha Cove Precincts) 
Consisting of the following precincts: 
 Precinct  3:  Stage 2 Marina 
 Precinct  4:  Development Site (Stage 2E and Stage 2F) 
 Precinct  5:   Stage 3 Marina and Boat Ramp 
 Precinct  6:   Waterfront Land Lots (Brindabella) 
 Precinct  7:  Balance Land 
 Precinct  10:  Land Lot and Marina Berth 
 Commercial:  Lots S22, S23 and S24 (3 The Cove, Safety Beach VIC) 

 
The appointed Receiver and Manager have advised they will be proceeding to an 
‘Expression of Interest’ campaign. The expression of interest campaign will offer the 
residual Martha Cove assets to market early in 2015. 
 
Asset 42 
Asset 42 represents a loan that was provided to the purchasers of Asset 1 and 23 
(‘Abadi Residential Village’ and ‘River Precinct’) in July 2013. The borrower has been 
duly servicing the loan since its inception and has adhered to conditions subsequent 
following settlement including an additional principal repayment.  The loan contract 
matures in July 2015 and full principal repayment is anticipated. 

 
Capital Repayment 
Capital Repayments totalling $4,395,613.80 were distributed to unitholders in March 2014 
following the discharge of a number of securities. Although contracts have been exchanged 
on Fund assets in recent months, there is currently no confirmed upcoming capital 
repayment date, which is the result of extended settlement dates requested by the 
purchasers. Upon settlement of discharged securities in 2015, an anticipated capital 
repayment date will be communicated to unitholders. Additionally, capital repayments in  
 



 

 

 

 

 
 
 
 

 
 

 
2015 will also be dependent on the results of the ‘Expression of Interest’ campaign 
undertaken by the Receiver and Manager for the residual Martha Cove Precincts. 
 
Fund Expenses 
As the Fund continues to wind-down from the sale of its assets, we are regularly reviewing 
fund expenses in order to save money.  One cost saving we are working to deliver for the 
Fund is the transition of registry service to us. The fee we will charge, when we have this 
service in house, will be lower than the arrangement with our current service provider. We do 
not foresee the transition will have any service impacts for unitholders, however should that 
change we will post a notice to the website, www.balmaintrilogy.com.au.   
 
Please do not hesitate to contact Balmain Trilogy Client Services on free call 1800 194 500 
(select option 2 to speak with a member of the team) or email 
contact@balmaintrilogy.com.au should you have any queries. 
 
Yours sincerely,  
 
 
 
 
 
Rodger Bacon    Andrew Griffin 
Joint Chief Executive   Joint Chief Executive  
 

Disclaimer: The information provided herein is provided by Trilogy Funds Management Limited ACN 080 383 679 
(Trilogy Funds), AFS Licence 261425 in its capacity as Responsible Entity of the Pacific First Mortgage Fund ARSN 
088 139 477 (Fund). The information contained herein is of a general nature and does not constitute financial 
product advice. This update has been prepared without taking into account any person’s objectives, financial 
situation or needs. Because of that, each person should, before acting on this update, consider its 
appropriateness, having regard to their own objectives, financial situation and needs. The information contained 
in this update is current as at the date of this update and is subject to change without notice. Past performance is 
not an indicator of future performance.  Investment in the Fund is subject to investment risk, including possible 
delays in payment and loss of income and principal invested. Neither Trilogy Funds nor its associates, related 
entities or directors guarantee the performance of the Fund or the repayment of monies invested. 
 

 

 

 


