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8 July 2015 
 
 
 
 
 
Dear Unitholder, 
 
RE: REPORT ON THE SALE OF MARTHA COVE REMAINING ASSETS 
 
In our correspondence to you in March this year, we advised that an international Expression 
of Interest (“EOI”)  had been undertaken by the receiver and manager appointed by the fund 
to manage the Martha Cove properties, and that the highest bidder had entered into an 
exclusive dealing period. The result of this is that the Martha Cove property has now been 
sold. 
 
Balmain Trilogy put significant effort into sorting out the complex securities relating to the 
Martha Cove properties.  Based on our previous experience, we believed a progressive 
“build and sell” approach would potentially take years to deliver a total sale of the assets. 
While this approach was followed initially, it was felt that an outright sale would be a better 
and more certain result for investors if an acceptable buyer could be found. We were also 
aware Unitholders had previously indicated they were not willing to take on development 
risk.  Consequently a strategy was initiated to prepare the properties for sale on a widely 
marketed basis, with a preference to sell as a whole package. 
 
The proposal to sell the total Martha Cove precincts attracted an indicative offer from a major 
international financial institution introduced by Balmain. Following this, Balmain advised 
Trilogy Funds (the Responsible Entity) that if this client was successful in their bid they 
would engage Balmain as their asset manager; therefore Balmain would have a financial 
interest in the success of the development and its eventual sale. This created a conflict of 
interest and was given due consideration, including consultation with the Investor Committee 
and legal advice. It was agreed the assets must be offered as widely as possible on an EOI 
basis and that Balmain be precluded from any participation in the process as well as any 
decisions regarding offers.  In addition, Balmain were required to handover the data room 
established by Receivers and Managers (PPB Advisory) and any other information held by 
them that was relevant to potential purchasers of Martha Cove. 
 
The sales campaign was run by PPB Advisory who were familiar with the assets and 
complex securities. Belle Property Projects were appointed joint Selling Agents to conduct 
the EOI marketing campaign as they had a good knowledge of the assets.  The other  
Selling Agent was Knight Frank, who also brought a strong international network of agents, 
notably in Asia. 
 
The marketing campaign commenced in the last quarter of 2014 and continued  
through to the end of February 2015.  The international marketing campaign  
generated over 107 enquiries, with more than 50 receiving access to the data  
room.  When the campaign closed in February 2015, 14 EOIs had been  
received and 5 companies were shortlisted to participate in a final round  
of negotiations on price and terms.   
 
Following negotiations the Selling Agents and the Receiver and Manager  
tabled the results and recommended the offer made by a related party  
to Goldman Sachs Australia Limited (“Goldman Sachs”). Theirs was the  
highest bid with minimum terms (e.g. no due diligence required).   
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Given their knowledge and experience, it was not surprising that this was the international 
financial institution that Balmain had initially introduced. The Trilogy Funds’ Board 
deliberated and discussed the offer with the receiver. The decision was made to accept the 
offer which was for “all precincts and accepting major identified liabilities”.  A timetable was 
set for negotiation of a contract of sale and settlement terms to be agreed.  A 10% deposit 
was paid and settlement occurred subject to certain adjustments.  
 
The gross sale value was $43 million. From the sale proceeds, considerable accrued 
statutory amounts owing were required to be paid. There is also a necessity, at least in the 
medium term, to retain funds in case of claims against the Fund, which might need to be met 
in the future.   
 
Trilogy Funds, as Responsible Entity, has sought legal advice regarding liabilities that may 
arise from outstanding legal cases or on appeal and the costs of winding up the PFMF.  We 
will keep Unitholders informed of progress with reports, which will be posted on the website. 
 
The sale of Martha Cove, in all the circumstances, we believe was satisfactory, particularly 
as it included all the remaining assets as a package or “in-one-line”.  There are now no real 
estate assets remaining in the PFMF. The only asset remaining is the cash held, being the 
net sale proceeds, and possibly, some legal rights.  
 
In due course we will set out our plan to Unitholders regarding how the Fund will be 
managed in these final stages before the Fund is ultimately wound up. We will also detail an 
appropriate lower cost and expense structure for its operation. 
 
We have enclosed a Question and Answer sheet to help assist in answering common 
Unitholder enquiries. Should you have any queries with regard to this correspondence 
please call Investor Relations on 1800 194 500 or alternatively email 
investorrelations@trilogyfunds.com.au.  
 
Yours sincerely, 
 
 
 
 
Rodger Bacon 
Executive Deputy Chairman 
 
 
 
 
 

 
 
 

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. 
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Frequently asked questions 
Pacific First Mortgage Fund (the “Fund”) 
 
How much did Martha Cove settle for? 
Goldman Sachs’ offer for Martha Cove in Victoria was accepted for $43 million with the net 
proceeds receipted being $33.5 million. The difference between the sale price and net 
proceeds was due to the payment of numerous costs at settlement, specifically Goods and 
Services Tax (GST) attributable to sale of the Martha Cove properties, significant statutory 
debts (i.e. council rates and land taxes), Receiver’s fees and Sales Agent Commissions.  
 
How much did Grand Pacific settle for? 
This asset in Southport, Queensland sold for $22.1 million. 
 
Have all real estate assets in the Fund now settled? 
Yes. 
 
When can unitholders expect proceeds of these sales to be distributed? 
The lawyers for the Fund have advised that money should be retained to meet any liabilities 
that may arise on outstanding litigation issues. We will release a timeline on the website in 
the coming months on the final stages of how the Fund will proceed towards a winding up 
and when a return of capital payment can be made.  
 
Why are funds being retained? 
The Fund currently has a number of litigation claims either against it or against other parties. 
If any of them are decided in favour of the Fund, there is still a risk of appeal with legal fees 
escalating as a result. Alternatively, we could be unsuccessful and the Fund could be liable 
to pay considerable costs for the other party.  
 
When is the next Return of Capital payment? 
No date has been announced at this stage. The next payment depends on the outcome of 
outstanding litigation issues. The next Return of Capital payment will be announced on the 
website at www.balmaintrilogy.com.au.  
 
What is the benefit of legal proceedings brought on by the Fund for unitholders? 
In March 2011, Unitholders were issued Litigation Recovery Right units on a 1:1 basis, 
meaning for every 1 unit held in the Fund they received 1 Litigation Recovery Right unit. 
Should any of the outstanding litigation cases be successful, any net proceeds will be 
distributed pro rata to holders of the Litigation Recovery Rights units. 
 
How much longer will this Fund continue to run for? 
The Fund will be wound up when all litigation issues have been finalised.  
Once these litigation issues have been finalised the process for winding  
the Fund up will then commence. Unfortunately we cannot provide a timeline  
as the litigation issues could take months or years. 
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What are the outstanding litigation claims the Fund has made? 
The Fund has taken legal action against the following: 

1. Phil Sullivan and other former officers of City Pacific Limited.  
Closing oral submissions were made in July 2014 and Justice Wigney has reserved 
judgment on the matter. It is unknown when judgement is likely to be handed down. 

2. The law firm Minter Ellison (Gold Coast).  
Trial dates were provisionally set down for two weeks in July 2015. However the 
matter is currently adjourned with a new court date set for October 2015. The claim 
was in relation to losses sustained by the Fund following a co-lending transaction in 
favour of SP Marina Pty Ltd (In Liquidation) in relation to the purchase of Asset 32. 

3. KPMG, the previous compliance plan Auditor of the Fund.  
Proceedings have been commenced against KPMG for alleged breaches of their 
duties as compliance plan auditors of the Fund. The matter will be back before the 
court on 4 August 2015 for directions for its future conduct.  

 
What legal actions are current against the Fund? 
There have been a number of actions brought against the Fund by aggrieved borrowers and 
they have in the main been unsubstantiated claims. While most of these have either fallen 
away or been concluded, there are still actions which remain outstanding.  
 
When can I claim a Capital Gains Tax (CGT) event for this Fund? 
When all litigation issues have been finalised, the process to wind the Fund up will 
commence. The Fund will then release information for the relevant tax year the Fund is 
wound up in which may enable unitholders to lodge a CGT event with their tax return.   
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